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Prior to the declaration of war between Germany and Austria 
on the one hand, and England, France, and Russia on the other, 
there were many people in this country who professed to believe 
that on account of our large and varied resources we could build 
a fence around America and could live entirely independent of the 
rest of the world; but events subsequent to the declaration of 
hostilities quickly dispelled that idea, and the paralysis of business 
which followed reflects the financial interdependence of all the 
leading nations. Much has been said about the necessity of 
America insisting on her rightful place in the world-business. We 
want to go into every nook and corner of the world and sell our 
handiwork. But as we create trade with South America, or with 
Europe, or with any other part of the world, just so far do we in- 
crease the interdependence of ourselves and the other nations, and 
the more quickly and surely will our country respond to disasters 
abroad. Utterly fallacious is the idea that this country is so rich 
in resources and possesses so much of the human genius of the 
world that we can isolate ourselves from other peoples. We are 
interdependent; we should be interdependent—in our economic, 
in our social, in our intellectual relations, and in our sympathies. 

Our nation and our nation’s business felt the shock of the 
catastrophe almost as soon as it occurred, and the most ominous 
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results threatened. The fact that within a period of two or three 
days the exchange markets of the world were so disturbed that 
cable exchange on London rose from $4.87} to $5.25 per pound 
sterling, and was unobtainable at that; the fact that the stock 
exchanges had closed two or three days before, thereby barring the 
avenue through which securities were marketed; and the further 
fact that the civilized world at large was horrified to think that in 
this so-called enlightened age it was possible for three or four of the 
most important nations in the world to jump at each other’s 
throats—all these factors created such a feeling of fear that even 
in this country our business was more completely paralyzed than 
ever before. The panic of 1907, severe as it was, was not compa- 
rable to the situation through which we have just passed. 


There are two sorts of financial mechanism at the service of our 
bankers in a time of crisis when every effort must be made to keep 
unimpaired the reserves that support their credits in the face of 
the various opposing forces that seek to draw down these reserves. 
These instruments are the clearing-house loan certificates and the 
emergency notes authorized by the Aldrich-Vreeland act of 1908. 


Clearing-house certificates are notes used solely by banks in 
the settling of the debits at the clearing-house. They are issued 
against securities deposited by the bank using them (at the rate 
of 75 per cent of the par value of the securities), and they draw 
interest at the rate of 7 per cent. Such certificates were first used 
in Chicago in 1907, and they were so successful in conserving the 
money supply that a resort to them was immediately determined 
upon in our present crisis. About $15,000,000 worth of these 
certificates were issued in Chicago, nearly a million and a half in 
amount more than on the previous occasion. This time, however, 
none reached the hands of the general public, as some of the 
smaller denominations of clearing-house notes did in 1907, because 
the banks could now use in their transactions with the people the 
Aldrich-Vreeland notes. 

These latter are the notes of national banks, issued, not against 
government bonds as has been required by the National Bank Act, 
but against municipal or industrial bonds, or commercial paper (at 
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the rate of go per cent of the par value of municipal bonds and 
75 per cent of the par value of the other two classes of paper). 
All notes now issued by national banks are alike in appearance 
whether they are notes issued regularly against government bonds 
or otherwise. Previous to the passage of the Aldrich-Vreeland 
law all bank notes had read: “This note is secured by a deposit 
of United States bonds with the Treasurer of the United States.’ 
At the time that law was under consideration the point was made 
that banks would not wish to issue a note that could in any way be 
regarded as inferior to other notes regularly issued. The result 
of the discussion was that the Treasury Department was forced to 
destroy the old plates and to issue new ones for all the seven 
thousand odd banks, in which the inscription reads: ‘‘Secured by 
United States bonds or other security.”” To procure these notes 
a bank must be a member of a currency association—a group of not 
less than ten national banks with an aggregate capital not under 
$5,000,000. Each bank guarantees, not only its own notes, but 
also every other note of this kind issued under the association. 
Asa result this asset currency is in every way exactly as good as our 
bond-secured currency. There has been a national currency asso- 
ciation in Chicago since 1911, and that body was prepared to meet 
the situation that followed on the opening of the war. On Tuesday, 
August 4, our banks opened on a clearing-house certificate basis, 
and on the same day the currency association met. Four or five 
banks made application through this association for $9,000,000 in 
circulating notes, depositing at the same time bonds or commercial 
paper to the requisite amount. These securities were placed in the 
vaults of the clearing-house association for safekeeping and have 
there remained. On Friday of that same week our $9,000,000 worth 
of notes were received from the subtreasury. About $360,000,000 
in such notes were issued throughout the whole United States. 
The Aldrich-Vreeland notes are strictly emergency paper, designed 
to protect reserves in extraordinary times, and to be retired imme- 
diately on that necessity ceasing to exist. They consequently 
draw interest (under an amendment passed August 4, 1914) at the 
rate of 3 per cent for the first three months, which appreciates 
thereafter $ of 1 per cent each thirty days until it reaches 6 per 
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cent. When a bank desires to retire its emergency circulation it 
may deposit with the Treasury at Washington the necessary law- 
ful money. Then when its notes are presented for redemption 
the amount is credited to that account and they are burned. 
Undoubtedly all of these notes will be retired long before they 
reach the point of drawing 5 per cent. 


The problems produced by the closing of the stock exchanges 
and the markets abroad were very serious, but the gravest feature 
of the whole situation was the wide-spreading, intangible fear that 
accompanied these critical events. For fear means destruction 
of confidence, and confidence in men and in conditions is the most 
potent factor in all that goes to make for business stability. This 
is true because the vast bulk of our business—g5 per cent in fact— 
is done on credit, and credit and confidence are one and indivisible. 

The public generally does not understand the credit nature of 
banking operations nor the character of bank deposits. Bank 
deposits are not money; they are credits, and they are obtainable 
in a good many different ways. They can be secured through the 
deposit of money or checks or other credit instruments, or through 
the discount of a loan, the proceeds of which are placed to the 
credit of the borrower and thereby made available for checking 
purposes. A multiplicity of operations can be performed exclu- 
sively by credit instruments without the intervention of actual cash 
in any of the transactions. Suppose a man holds a thousand 
shares of stock worth $125.00 per share. He may believe the stock 
is going higher and may not wish to sell, although he needs the 
money to conclude the purchase of a building. He therefore 
borrows $100,000 at the bank, signing a note and depositing the 
stock as collateral. The bank, after deducting the discount, 
places the amount to his credit. The borrower is then in a posi- 
tion to buy the building, consummating the deal by a check upon 
this account. Perhaps, the man to whom the check is made does 
not do business with the bank on which the check is drawn. He 
will, however, deposit the check with his own bank, and that bank 
is paid by the first bank in the course of the operations at the 
clearing-house. The entire process has not involved the use of 
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actual money at any time. Against these deposits is carried the 
reserve, the lawful money which, under the law and measured by 
experience, banks keep in their vaults as an assurance that they 
will be able to meet on demand the needs of the public. Anything 
that tends to lower these bank reserves unduly is a menace, and 
the forces active in a time of crisis have just that tendency. 

Ignorance in regard to the real character of bank deposits 
exists among big depositors as well as among small depositors. 
A great many people in 1907 were prone to criticize the banks of 
the country because they could not and did not undertake to pay 
on demand. As a banker, I was myself frequently confronted by 
this attitude. I recall in particular a certain man with a balance 
of $20,000 to his credit in our bank at that time. He came one 
day to complain because he could not get out of the bank what 
he had put into it. He was assured that he could, that he would 
receive just what he had deposited. Examination of the records 
disclosed the fact that practically the entire $20,000 was made up 
of checks and various other paper drawn on points scattered over 
the whole of the United States. He had not, as he admitted, sent 
in a single dollar in cash or currency, and yet he was insisting that 
the bank pay him cash on demand. With this prevalent miscon- 
ception of the credit nature of the banking business, it is inevitable 
that the public is frightened if the banks are obliged to refuse pay- 
ment on demand. On the other hand, when extraordinary con- 
ditions like the closing of the markets prevent banks temporarily 
from realizing on loans which are in reality safe and sound, and so 
put pressure on the banks’ cash supply, the latter cannot pay on 
demand without resort to extraordinary devices. It is to meet 
just such emergencies that clearing-house certificates and the 
Aldrich-Vreeland notes have been devised. 


The closing of the American stock exchanges followed soon 
after the closing of the European exchanges, for European inves- 
tors, forced to realize cash wherever possible, were throwing 
their securities on the American markets in huge lots. Not only 
did this upset seriously the prices of stocks and bonds, but it 
created a debt which America, under the foreign exchange 
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situation, could not pay without—and this is the important point— 
the exportation of gold. The closing of the exchanges was unavoid- 
able, but it brought very serious problems in its train. First the 
difficulty was to determine how we were going to handle the stock- 
exchange securities. Various issues of our stocks and bonds, 
representing both industrial and railroad enterprises, were listed 
on the stock exchanges of the different cities of the world. Those 
securities up to August had been regarded as the most liquid of 
any securities the banks could obtain as collateral for loans; that 
is, they were the most readily convertible or exchangeable into 
some other form of credit which would fill the needs of the indi- 
vidual who might own them. Until the war crisis the banks in 
general had felt that they could demand payment upon a matured 
note when it was secured by stock-exchange collateral, confident 
in the belief that the owner could go and sell the stock at some 
price and pay his obligation. 

Immediately following the closing of the stock exchanges all 
that class of paper—the amount of which I cannot state, but in 
New York City it probably aggregated $300,000,000—all that 
class of note collateral was not worth the paper it was written on 
so far as its utility to secure cash payment was concerned. The 
intrinsic value of these securities was, of course, the same as before, 
but, the markets being closed, there was no place in which to sell 
them. New York bankers realized that a very large percentage 
of the country’s liquid paper was tied up, out of which they had 
expected to take care of demands for loans for crop-moving and 
other business incident to the fall of the year. They could not 
realize a dollar on this paper. There was no one through whom 
they could offer the stock for sale, and no one to buy. Confidence 
was seriously disturbed, and the bankers and government officials 
agreed that decisive measures must be taken to maintain at all 
hazards our organization of credit, and to put borrowers in a posi- 
tion where they could renew credits they could not pay on demand. 
To preserve the gold supply so essential to the validity of the 
credits extended was one of the strongest reasons for the use of 
clearing-house certificates and the issuing of Aldrich-Vreeland 
notes. The banks, then, under the law of self-protection, began 
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to hoard gold and to put out notes. The result did impair con- 
fidence to a certain extent. Deposits were materially reduced; 
yet this reduction was not due entirely to apprehension on the part 
of the public, but in part to the liquidation that immediately set in. 


The situation with reference to foreign exchange was anything 
but satisfactory. When we took stock of our debits and credits 
we found that we owed to England and Germany and France and 
the other nations of Europe ali told about $500,000,000, matur- 
ing between August 1 and January 1, $200,000,000 of which was 
immediately due. Among those obligations was one of special 
importance as to size, maturity, and distinction so far as the maker 
was concerned, and that was the $82,000,000 owed to Europe by 
New York City. New York City has had a habit of borrowing 
money on its year’s warrants, and because it could place those 
warrants in French and English markets cheaper than at home 
this loan was made in London and in Paris and its payment was 
guaranteed in gold and in pounds sterling on the other side.* It 
seemed apparent that unless we conserved our gold under the 
existing conditions, with these large obligations to be paid abroad, 
our organization of credit was likely to be greatly impaired. With 
international trade practically at a standstill, the only method of 
paying this debt seemed to be in gold, and yet to pay it in that 
way meant a ruinous demand upon our reserves. It was there- 
fore absolutely essential that we conserve our gold and prevent it 
from reaching channels whence it would flow abroad; to secure 
this end we relied upon the use of clearing-house certificates and 
the emergency notes. 

It may be helpful at this point to consider briefly the splendid 
way in which England managed her own situation, a situation far 
more difficult to cope with than was ours. The government first 
declared a moratorium, as did all the principal countries of Europe, 
thus postponing the obligatory settlement of accounts. Then the 
government stepped in behind the joint stock banks and guar- 
anteed every acceptance which was held by them and dated prior 

I have been told that somehow since the declaration of war and the disturbance 


of business which has been so paralytic in its effect, this agreement for payment in 
pounds sterling has been given up and disposed of. 
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to August 2. Not only did the government guarantee the sol- 
vency of the maker and the borrower, but it guaranteed that a 
renewal acceptance might be made within a year. That act was 
a master-stroke and it promptly restored confidence. The Banking 
Department of the Bank of England, with an average gold supply 
of less than $150,000,000, extended its loans to $330,000,000 in a 
month, and, furthermore, announced that it would guarantee the 
banks against loss on all acceptances made before August 2. 
A favorable response was immediate. The discount rate which 
had gone to ro per cent receded to a lower rate than prevailed in 
Chicago or New York. There were an enormous number of accept- 
ances offered for discount at first, and for thirty days the Bank 
of England discounted very freely. As a result the gold reserve 
dropped from 52 per cent to a trifle above 14 per cent. At this 
point the bank announced that so much paper had been offered 
for discount that it would be compelled to discount less freely until 
conditions were more nearly normal, and that thereafter it would 
open this department of the bank for but a portion of each day. 
Confidence had been restored, and reserves were then gradually 
increased. 

In the meantime, however, England, as well as France, was 
demanding that the United States pay her debt in gold. That 
was a physical impossibility to us, owing, for one thing, to the fact 
that our reserves are divided among twenty-five thousand indi- 
vidual banks. In England they are concentrated in the Bank of 
England and sixteen clearing-house banks. 

We did not want to part with the gold and we did not think 
that we should, for we knew that the demand in those countries 
for our foodstuffs and other commodities must eventually offset 
our debt; though, at that time, the prevailing conditions made it 
impossible to finance such transactions. An exporter of goods to 
Europ draws a draft on London which is presented to the im- 
porter chrough a bank, or acceptance house, and by him is accepted. 
The draft so accepted becomes eligible for discount at the Bank 
of England; it creates a credit there in favor of the American ex- 
porters, and helps in the settlement of the trade balance between 
the two countries. The practical cessation of exports for the first 
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weeks of the war destroyed the medium through which we were 
wont to pay our debts, and the limited discounting of the Bank of 
England interrupted the free play of these adjusting forces. Con- 
sequently all our exports since September 1, shipped under bills 
drawn for 60 or go days or for 4 months, have only just begun to 
have an influence toward the restoration of a normal condition; 
since, instead of being able to draw at once on the proceeds of the 
discounted acceptance, we had to wait for our funds until the bill 
matured. England’s need for gold, however, was imperative, and 
she was insistent that we pay some of our debt to her in gold 
directly. The New York City debt was particularly urgent, and 
yet the New York banks could not have given up that great sum 
in gold without serious embarrassment. To keep the gold in the 
United States we availed ourselves of the clearing-house certificates 
and the Aldrich-Vreeland notes. To do our part toward relieving 
the English situation we organized the so-called Gold Pool. 


The Gold Pool is a fund of $100,000,000 subscribed by national 
banks in reserve cities to guarantee the payment of our debts in 
London. Chicago banks subscribed $16,000,000 of this sum. 
Ten per cent of the total amount was forwarded by the subscribing 
banks to a committee of the New York Clearing-House Association 
and a portion of it was deposited by them at Ottawa, Canada, to 
the credit of the Bank of England; and that institution was noti- 
fied that in an emergency we were prepared to furnish a larger 
sum. This act relieved the tension greatly. The Bank of England, 
assured that gold for her reserves would be forthcoming if needed, 
commenced to discount more freely, and the foreign exchange 
situation consequently began to readjust itself. Exchange on 
London by November 1 dropped to $4.90, and banks in this 
country can now take the exporter’s draft with confidence that 
it will be discounted in London and that they will not have to 
wait for payment go days or until the draft becomes due. 


The advance in interest rates which the banks made this autumn 
has been the subject of much adverse criticism. The banks have 
been charged with taking advantage of an exigency and with 
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extorting money from a people in distress. This judgment has 
perhaps been natural, but it has not been the outcome of a real 
understanding of the situation. When the banks went on a clearing- 
house certificate basis the bankers in Chicago did not intend to 
advance interest rates, although the clearing-house certificates 
draw 7 per cent interest and the current rate was but 6 per cent. 
We felt it better for us to bear this burden than to adopt an abnor- 
mal rate on loans. In the meantime, however, we were confronted 
with the fact that loans falling due could not be paid owing to the 
closing of the stock exchanges. This affected not only our own 
loans but the loans of all our correspondent banks made through 
us. It is the custom of banks in smaller cities to make deposits 
in the banks of Chicago and other large cities, which pay them 
2 per cent. When these deposits exceed the amount deemed 
necessary for ordinary business exchanges, our correspondents are 
likely to ask us to loan out certain sums at the larger interest which 
commercial transactions permit. We do not guarantee the note 
made; we guarantee only diligent and helpful service. The banks 
of Chicago had about $20,000,000 thus loaned for correspondents 
at the outbreak of the war. When stock-exchange paper was 
found to be valueless, the bankers in Chicago urged their corre- 
spondents not to press the makers of these notes for payment, as 
the money had been borrowed in good faith and the fact that it 
could not be repaid was due to the exigencies of the war. We 
knew that an effort on our part to collect such notes not only 
would have resulted in bankrupting many of those borrowers but 
would also have resulted, had this collateral been offered at auction 
under suits at law, in a depreciation of values that would have been 
disastrous. This would have brought failure after failure through- 
out the country. Accordingly, our correspondents acquiesced in 
our suggestion that loans be allowed to run at the rate of 6 per 
cent, and they did so up to August 18. 

About this time, however, the urgency for money caused many 
big borrowers to bid for money through the commercial note brokers. 
The opportunities for profit to grain men and exporters of flour 
and other commodities badly needed abroad were such that these 
exporters were seeking money at even an extraordinary interest 
rate. They had given note brokers in Chicago a million dollars 
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worth of their paper to be offered at 7 and even 73 per cent. The 
banks, both our own and our correspondents, were thus placed in 
the position of carrying paper long overdue at a rate from 1 to 1} 
per cent under the rate at which the best current paper was selling. 
It was natural that our correspondents objected to this discrimi- 
nation. The matter was thoroughly discussed, and after finding 
that many people were imposing on the banks, borrowing solely 
from fear and thus asking for credit which they did not really need, 
we determined that an advance in the rate was justifiable. That 
step was taken about August 20. If our correspondents could not 
collect their money, we felt that they ought to have the current 
rate; moreover, we thought that the adoption of a higher rate 
would help us to keep the situation under control. The interest 
rate is the most forceful lever for the maintenance of reserves in 
time of stress. Change in the discount rate is the method by 
which the Bank of England adjusts its reserves, and it has been 
found perfectly effective to reduce unnecessary loans and to call 
into that country in time of need money from all parts of the 
world. 


The cotton situation in this country was another one of the 
serious problems brought forward by the war. The South this 
year produced an enormous cotton crop—about 15,000,000 bales. 
In ordinary times probably 60 per cent of this crop would go 
abroad to the markets of Germany, England, France, Russia, and 
Austria. With these markets closed there are not buyers for half 
of it. Consequently the price of cotton, which for the last three 
or four -vears has averaged about 12 cents a pound, dropped to 
6 and 6} cents, some little cotton of a superior grade being sold 
at 7 and 8 cents. The loss on 15,000,000 bales, with approxi- 
mately 500 pounds to the bale, is stupendous. This is a loss, not 
only to the South but to the whole country, for our debt abroad 
would usually be liquidated by the export of this crop. Thus far 
very little cotton has gone abroad; ultimately much of it will; for 
our cotton represents a staple demand and the European countries 
cannot depend on the rest of the world to meet their requirements. 

As business returns to normal there will be a demand for a good 
deal of cotton in this country. Let the southern farmers sell all 
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they can at the best prices they can. The North has a keen interest 
in the welfare of the South, and northern creditors will not press 
their southern debtors. The southern banker and merchant can 
in turn be lenient with their unfortunate debtors, and tolerance, 
restraint, and common sense will tide the planters over until 
another year. But the permanent remedy for the economic condi- 
tion of the South is a greater diversity of crops that will not permit 
the catastrophe that reliance on one crop may entail. 


The opening of the federal reserve banks on November 16 will 
undoubtedly serve to ease the situation in this country markedly. 
The release of about $480,000,000 hitherto held as reserves will 
supply abundant means to finance new undertakings and to grant 
credit to replace some of the foreign capital withdrawn. The 
interest rate in Chicago will no doubt drop immediately. The 
signs seem to presage prosperous times for the immediate future 
in this country, with our factories running full time and with the 
men now idle employed. For some nation must do constructive 
work to compensate for the destructive work going on abroad. 
The declaration of peace, however, will bring the severe test to our 
business. The present unusual foreign demand for our goods will 
to some extent cease, and foreign capital which has helped to estab- 
lish our industries will be withdrawn more or less to re-establish 
European industries. What that may mean can perhaps be 
imagined from the statement that foreign investors hoid from four 
to six billion dollars worth of our securities. It may very likely 
be that the progress this country has made in recent years will be 
somewhat retarded, that a scarcity of money and a higher interest 
rate will prevail. The problems presented will be acute and per- 
plexing. The settlement of the war will bring a readjustment of 
the investment funds of the world; but by a foresighted and wise 
use of the twenty-five billions of dollars of banking power in the 
United States we should eventually be able to secure our full 
share of the world’s business, which has hitherto been denied us 
by our antiquated banking system. Again I say, hand in hand 
with the growth of nations and their participation in each other’s 


affairs goes increased interdependence. 
GrorGE M. REYNOLDS 
Curcaco, ILL. 





THE ECONOMIC SIGNIFICANCE OF INTERLOCKING 
DIRECTORATES IN RAILWAY FINANCE 


It is necessary at the outset to define our terms. That very 
convenient and elastic word “‘significance’”’ covers a multitude of 
considerations and permits of wide latitude in treatment. Under 
its shelter I shall try to analyze the various manifestations of 
corporate interlocking with the object of appraising their value 
from the economic and social standpoint. An interlocking direc- 
torate seems by its terms to denote mutual exchange of directors 
between associated corporations, each corporation being repre- 
sented designedly on the board of the other. But if the term ever 
was so narrowly used, it has now been widened materially in scope. 
It no longer necessarily suggests the practice of exchange of repre- 
sentatives. Two corporations would be interlocked in their direc- 
torates were a member of one board to secure his electior on 
another; that is, were a member of the board of Corporation A to 
be made a member of the board of Corporation B without B of its 
own volition seeking any representation on the directorate of A. 
By a strict use of terms these two corporations would be locked 
but not interlocked. I shall confine myself to “associated” 
corporations, for while interlocking can be said to exist whenever 
directorates contain the same individuals, no matter how remotely 
related the two corporations may be, yet such remote affiliations 
have no great economic significance. The essence of the relation- 
ship which I propose to discuss lies in the mutuality of interest 
of the connected corporations. 

But we shall not reach the heart of the problem if we confine 
our attention to service as directors by the same individuals on 
boards of associated corporations. We should be regarding the 
mere form of things and overlooking the substance. What con- 
cerns us is the interlocking of interests in such manner as to effect a 
substantial influence upon the policy of both corporations. To be 
sure this may be most directly accomplished by the election of the 
same individual to both boards; but it may also be attained in 
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some indirect manner, as by a substantial stock ownership resulting 
in a request for representation on the directorate. Such repre- 
sentative may be a person of capacity and initiative or a mere 
dummy, but the desired interlocking is effective in either case, 
It therefore seems proper to widen our definition so as to bring 
under our consideration, not only the individuals with large inter- 
ests in associated corporations, but their representatives as well. 
Finally, for any adequate treatment of the question it is necessary 
to include not only directors of corporations but also officers, for 
many of the problems of interlocking now occupying attention arise 
out of situations with which directors of a corporation as such have 
had little to do. 

Confining our attention to the problem of interlocking as it 
concerns the railways, our discussion falls naturally into four 
divisions, according to the purpose in mind in the creation of the 
interlocking relationship: (1) interlocking for financial or credit 
purposes; (2) interlocking for industrial and commercial purposes, 
of which the principal one is the purchase of supplies; (3) inter- 
locking for the purpose of railway construction and operation; 
(4) interlocking to restrain competition. 

Let us consider these in order. Close association of railways 
with banks or other credit institutions first demands consideration. 
Such relationships have grown up naturally through the need for 
new capital constantly imposed upon an expanding railway system. 
Some railways have been fortunate enough to possess a relatively 
stable body of stockholders whose confidence in the management is 
so complete that new funds can be raised by direct appeal of the 
management to the stockholders without the intervention of 
outside financial interests. But these cases have thus far been rare 
in American railway finance. When the policy calls for the raising 
of funds by the issuance of bonds rather than stock, the appeal is to 
a wider and to an anonymous public rather than to a corporation’s 
own stockholders. Frequently the appeal must be to a class of 
investors situated in another section of the country or even in a 
foreign country. Most railways have not the technical organization 
nor the established market necessary to handle their issues easily, 
and usually it is found that in spite of the often exorbitantly high 
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commissions which the bankers exact for their services, the net result 
is more satisfactory than that secured through the railway’s own 
efforts. To the extent that this is the case, the bankers are per- 
forming a service of genuine economic value, and it must be con- 
cluded that under present conditions such service cannot readily 
be dispensed with. 

Assuming this service as a necessity, the next step is for the 
banker to seek representation upon the railway board. His house 
has made itself responsible for a large issue of securities. It appeals 
to the investing public, not technically guaranteeing the issue, but 
practically doing so because of solicitude that its reputation for the 
handling of high-grade securities shall not be impaired. It seeks 
therefore to protect its own standing, and at the same time to make 
the securities more attractive to its customers, by demanding a 
place on the board of directors from which it can follow in detail 
the employment of the funds secured through its assistance. 
Large investors like life insurance companies, savings banks, fire 
insurance companies, guaranty companies, trust companies, 
demand as a prerequisite to purchase of securities that the under- 
writing house shall be represented on the board. The railway’s 
credit—its ability to sell its issues—is dependent frequently upon 
the presence on its directorate of this representative. However, the 
banker is not in the position solely of a spectator or a detective. 
His expert advice is sought and usually followed. Often he is in a 
position where he can stipulate conditions under which alone he 
will undertake to provide the funds required, and such stipulations 
are trequently of immense influence in furthering efficient railway 
management. A recent example is found in the furnishing of 
money to the Chesapeake and Ohio Railway Co. by Kuhn, Loeb & 
Co. under a stipulation that the road must put back into its prop- 
erty each year a certain amount of its earnings. Instances might 
be multiplied in which railway corporations have been saved from 
disaster and set upon their feet through the aid of those who 
have furnished the funds, and who have stipulated in connection 
therewith that in order to insure their knowledge of all trans- 
actions, and to give them a position from which they might bring 
their influence to bear, they should be granted representation on 
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the railway board. The most concise justification of this atti- 
tude is found in the testimony given before the House Judiciary 
Committee on Trust Legislation in March by Mr. Loree, president 
of the Delaware and Hudson Co. Few men in New York City 
can speak with greater authority than he on these questions. 


The necessarily intimate relation between the banker and the seeker for 
accommodation is not changed when the latter ceases to be an individual or 
partnership and becomes a corporation. Precise and detailed disclosures 
concerning the affairs of the borrower are the recognized prerequisite of an 
application for credit, and constant information on the part of the banker is 
the desideratum when the applications for credit frequently occur. The 
simplest and most natural provision to meet this necessity is representation of 
the banker on the corporate board.' 


Of course it must be admitted that the power of the banker may 
be misused to his own private advantage. The power is there—the 
power to refuse funds—the power that comes from command of 
enormous sources of capital, the prestige gained by years of suc- 
cessful experience. Men who have attained such a position have 
the personal qualities that give them naturally a commanding place 
in any council of business men. When such men dominate the 
policy of a railway and the results are disastrous, it is exceedingly 
difficult fairly to fix the responsibility and assess the blame. The 
line between good faith and good judgment or between personal 
ambition that amounts to breach of trust, and a misplaced optimism 
concerning the outcome of a specific policy, is a very difficult line 
to draw. Although praise and blame cannot be assigned wit’ =ny 
precision between Mr. Morgan and Mr. Mellen in the unfortunate 
New Haven situation, it is the prevailing opinion of the New 
England public that it has not been benefited greatly by the pres- 
ence on the New Haven board of the distinguished banker member. 
Generally speaking, however, the powerful banking interests have 
thrown their influence in the direction of railway efficiency and the 
public advantage. If our judgment as to the desirability of the 
relationship of railways and credit institutions is to be determined 
solely by results, we must conclude that the balance swings heavily 
in favor of the continuance of the present policy. 


* Hearings of the Committee on Judiciary, H.R., 63d Cong., 2d sess., p. 1071. 
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However, opposition to the close association of financial houses 
and railways has not sprung from any such favorable relationships as 
we have here described. It grows rather out of the concentration 
and monopolization of credit. A powerful banking house which 
has identified its interests with that of one railway system is in 
position, because of its direct influence on the railway and its close 
affiliation with all other sources of credit, seriously to hamper if not 
altogether to prevent the securing of credit by a rival interest. This 
power over credit is not confined to one city or to one section of the 
country, but it reaches every section and even extends beyond 
national boundaries into the foreign sources of investment funds. 
Local or small enterprises requiring only moderate underwriting 
are frequently financed independently, but it is an acknowledged 
fact testified to by the large bankers themselves that with rare 
exceptions issues of securities in large amounts, except when taken 
up by the stockholders, must receive at least the tacit approval of 
the big financial group. Participation by the smaller banking 
houses in future underwritings depends upon loyalty to the syndicate 
in whatever enterprises are now being offered. The little fellows 
are inclined to respect a suggestion not to assist an enterprise of 
a character likely to interfere with undertakings already financed 
by the large interests. This informal but none the less effective 
network of alliances tends to destroy the competitive market for 
capital, and to restrict the railways to one source of credit. There 
does not appear to be any serious competition among the large 
bankers, but rather an understanding in the nature of a division of 
the field. A railway obtains the services of a single banking house 
which acts as its fiscal agent, underwrites its securities, receives 
its deposits, and has a representative on the railway’s board of 
directors. When the railway becomes involved in financial 
difficulties, the same banking house organizes protective com- 
mittees, devises reorganization schemes, and creates voting trusts. 
As Mr. Brandeis has put it, it adds to its duty as midwife also that 
of undertaker. 

Is this relationship potentially dangerous for the railways and 
the public? The late Mr. Morgan, in his illuminating testimony 
in the money trust investigation, took the position that the situation 
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might be dangerous in the hands of the wrong men, but he clearly 
implied that there had been no bad results thus far and there were 
not likely to be in the future with a continuance of the present 
leadership. His argument reminds one of the young lady who 
“‘when she was good was very, very good, and when she was bad 
she was horrid.” Yet this view is that of most of the financial 
leaders who appeared before the Pujo Committee. The following, 
for example, is from the testimony of Mr. James J. Hill: 

Mr. Untermyer: Do you think the law should forbid or permit the same 
men to be directors in competing companies ? 

Mr. Hill: The effect of that would in my judgment depend upon the 
character of the man, the individual. I can understand possibly I might not 
want a competitor in a bank sitting at the bank board with me. I might not 
want him, but he might be the best director, and as good asI am. If he obeys 
the law, and regards his oath, he might be— 

Mr. Untermyer (interrupting): Do you not understand that in passing 
laws you cannot have regard to the character of the men who are to act under 
them? Now, Mr. Hill, I am trying to find out from you whether you think 
the law should or should not forbid the same men being directors in competing 
companies? Have you any view on that? 

Mr. Hill: My view is that in trying to do good you are liable to do harm; 
you might not necessarily do harm and you might not necessarily do good; 
but it depends on the individual man. All acts are personal things, and the 
mind and conscience of that individual man is what is going to govern his 
actions." 


Mr. Davison and Mr. Schiff both opposed the policy of con- 
centration through interlocking at the point where the representa- 
tive of the two interests might wield a dominating influence, but 
they found it difficult to fix that point. 

Mr. Baker who took the position that safety lies in the personnel 
of the men, that in good hands interlocking could not do any harm, 
but in bad hands would be very bad, concluded nevertheless that 
the movement of concentration had gone about far enough. And 
Mr. George M. Reynolds of Chicago thus frankly expressed him- 
self: “I am inclined to think that the concentration, having gone 
to the extent it has, does constitute a menace.”’ And again, “I 
think a more wide distribution of the power of credit . . . . would 


* Hearings of the Committee to Investigate the Concentration of Control of Money 
and Credit. (Pujo Committee), 62d Cong., 3d sess. 





INTERLOCKING DIRECTORATES IN RAILWAY FINANCE 943 


really be better in the long run.” When asked the direct question, 
“Do you approve of the identity of directors or interlocking 
directorates in potentially competing institutions?” he replied, 
“Personally I do not believe that is the best policy.” 

It should be kept in mind that there is no evidence on record 
that this power has been used oppressively otherwise than in the 
rate of commission charged. Many of the bankers insist that 
the monopolization of credit is a physical impossibility. Even the 
Pujo Committee which displayed at times a childish prejudice 
against Wall Street and all its works was compelled, after an 
exhaustive investigation, to make the following admission:* 

It may be that this recently concentrated money power so far has not been 
abused otherwise than in the possible exaction of excessive profits through 
absence of competition. Whilst no evidence of abuse has come to the attention 
of the Committee from impartial sources, neither has there been adequate 
proof or opportunity for proof on the subject. 


Yet it is known of all men that there does exist a well-defined 
community and even identity of interest among the financial 
leaders which extends into other fields of industrial activity than 
banking; that these financial interests are bound together through 


stock-holdings, interlocking directorates, voting trusts, and other 
devices; and that there is a concentration of credit in comparatively 
few hands. 

If the conclusions thus far established are sound, it becomes 
clear that the real evil resulting from the interlocking of railways 
and credit houses, if any evil exists, arises primarily out of the 
relation of credit institutions to each other, rather than out of their 
relation to the railways through representation on railway boards. 
Were this interlocking of railways and banks to be wholly pro- 
hibited without any alteration in the organization of the credit 
market, I am unable to see how the situation would be changed 
materially. The tendency on the part of the bankers would still 
be to follow the law of ‘banking ethics” and divide the field; a 
railway would still employ a single banking house as its fiscal agent, 
and this banking house would still exercise a powerful influence 


* Report of the Commitice to Investigate the Concentration of Control of Money and 
Credit, 62d Cong., 3d sess., p. 133. 
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in determining the policy of the railway. At the same time the 
railway would be deprived of the presence on its board of a financial 
expert whose experience might be drawn upon in the detail of 
management day by day. 

As Mr. Reynolds has admitted, the menace is in the concentra- 
tion of credit. Such power may net thus far have been misused. 
But as the Pujo Committee has said, “‘whenever the incentive is 
at hand, the machinery is ready.”* Those who have the public 
welfare at heart have no right to assume that such power will 
never be used to the personal interest of the bankers them- 
selves and to the injury of the public. While I have no great 
enthusiasm for the popular pastime of rushing to Washington for a 
statute whenever the economic machinery fails to run smoothly, I 
am in sympathy with those who are studying the problem of the 
restoration of an open competitive market for capital. 

However, this is a problem of extraordinary difficulty, and I do 
not myself see the way at present to its solution. I am aware that 
Congress has enacted legislation with the purpose of destroying 
this concentration of credit, and that many look upon the Clayton 
act, so far as it touches our problem, as a distinct step in advance. 
Personally I am skeptical as to its efficacy in its present form. The 
opportunities for evasion are too numerous. However, it can be 
laid down as a general rule that all statutory enactment which 
really endures is a product of successive increments of legislation— 
the result of experimental tests and the knowledge that is gained 
by experience. It is no argument against the interlocking pro- 
visions of the Clayton act that they do not solve the problem and 
that they can be evaded readily. Such an attitude of timidity and 
pessimism assumed twenty-five years ago would never have given 
us our present air-tight Interstate Commerce act. It may well be, 
however, that no relief can be found short of the radical step of 
employing government credit in aid of public-service industries. So 
vital is the necessity of the service to the people that the time may 
come when government loans to transportation corporations will 
appear to be a logical and natural step. But this is a digression. 


* Report of the Committee to Investigate the Concentration of Control of Money and 
Credit, 62d Cong., 3d sess., p. 139. 
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Once this free market for capital is assured, the question again 
arises, Shall the railway board of directors contain banker mem- 
bers? Obviously the only purpose that the railway could then 
have in admitting bankers to its directorate would be the oppor- 
tunity to utilize their experience in the direct management of the 
property. Quite as obviously the principal motive of the banker 
in accepting membership on a railway board would be to represent 
the underwriters and to act as fiscal agent. But with the capital 
market competitive, I can find no serious objection to such relation- 
ship. Even under present conditions the banker in the majority 
of cases respects his trust, refuses to vote on questions involving 
his personal interest, and performs loyally his service to the railway; 
but his mere presence on the board as the embodiment of the 
railway’s only source of credit may be sufficient to control the situa- 
tion in his behoof. However, with a free credit market, the domi- 
nating position of the banker largely disappears and he becomes what 
he ought to be, an expert adviser on financial matters. It may be 
asked why, if the banker is now to confine his activities to what 
Mr. Loree has called the “necessarily intimate relation between the 
banker and the seeker for accommodation,” this cannot be accom- 
plished in the same manner as in unincorporated businesses with- 
out putting the banker on the directorate. In reply attention may 
be called to the fact that even in the case of unincorporated busi- 
nesses, the credit departments of the large banks are virtually in 
the position of directors, so intimate and comprehensive is their 
influence and advice. But more than this the business of a rail- 
road is so complex and extensive, its activities are so multifarious, 
that an intimacy with its affairs sufficient to make the banker’s 
counsel of value would be impossible except by actual presence on 
the directorate. 

Under these changed conditions of credit, I can see greater oppor- 
tunity for the utilization of the service of expert bankers in railway 
management. Directorships which have been monopolized in the 
hands of a few banker specialists in railway securities should then 
be more widely distributed. It is quite impossible to believe that 
expert banking talent available for this service is as rare as the 
present situation would suggest, in which the abilities of a relatively 
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few men are made to do duty in dozens of corporations. This 
absurd situation springs not from a scarcity of talent but from 
the narrow market for credit. A liberation of that market would 
bring latent ability from its hiding-places, and by the infusion of 
new blood would stimulate the management of our railway enter- 
prises. It would open this field of activity to men “who have 
been obliged to serve when their abilities entitled them to direct.” 

The second class of interlocking relationships, that of railways 
with other industries, has varied manifestations, and is effected 
through varied forms of relationship. There may be a simple 
union accomplished through common directors on the boards of the 
railway and of the industry concerned, without any considerable 
joint ownership of securities; or some large stock-holding interest 
in the railway may own in part or in whole an industry whose 
product is essential to railway operation. This product may be 
a commodity in the narrower sense, such as iron and steel, oil, coal, 
lumber, patented equipment devices, and the like. Here the 
object of the affiliation may be either preferred rates and service 
in the shipment of goods to market, or it may be the railway’s cus- 
tom, sometimes at prices higher than the competitive price. 

The Stanley Committee showed that the small group of men 
which controls the United States Steel Corporation, itself an 
owner of important railways, are directors in twenty-nine railway 
systems having 126,000 miles of line—more than half the railway 
mileage of the United States. The Steel Corporation is one of the 
largest shippers on these railways and the railways in turn are its 
most important customers. 

Again the commodity that forms the connecting link between 
the railway and another business may be some service without 
which the operation of the railway is impossible. This is illus- 
trated by the ownership at one time by a wealthy family group of 
a bridge on a railway’s right of way for the use of which they were 
able to exact an excessive toll. Again close relations between 
express companies and railways have resulted in a modification 
of contracts between the two that has not always been to the 
public interest. 

One of the early instances of this relationship came with the 
appearance of the “‘fast-freight lines.” Directors of railways would 
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buy stock in the fast-freight company and then “give this com- 
pany a contract which enriched it (and them) at the expense of the 
stockholders whose interests were intrusted to their charge.”* The 
co-operative fast-freight line which succeeded this system was 
devised to escape these abuses. As Mr. Hadley says, “It avoids 
all stealing because there is nothing to steal.” 

Perhaps the most insidious manifestation of this form of inter- 
locking is found in the relation of officers and employees of 
railways to supply houses. Stock has been taken, sometimes 
thoughtlessly, in equipment manufacturing concerns or in mining 
or lumber companies, which afterward have become solicitors for 
the business of the railway. In some cases coal companies, equip- 
ment companies, and the like have been organized by railway 
officers with no other apparent object than to make use of the 
influential positions of these officers in the railway organization 
for their own personal advantage. Sometimes they have attempted 
to cover their tracks by putting the outside business in the hands 
of relatives or friends. The exposures of a few years ago in the case 
of the Illinois Central show the extent to which such affiliations 
may, if unchecked, be carried. 

Merely to describe this form of interlocking is a sufficient 
condemnation of it. It has no justification whatever, either from 
the public standpoint or from that of the stockholders. It is the 
duty of the executives of our railway systems to be eternally vigilant 
and to refuse to tolerate any compromise with this evil. There is 
no more justification for permitting a railway official to own the 
stock of a car company than there is for allowing a member of the 
Interstate Commerce Commission to own the stock of a railway, 
and the latter practice is forbidden by statute. It means the 
introduction of dry rot into the organization and sooner or later 
complete and demoralizing infection. The public knows only too 
little the extent to which this insidious disease has destroyed the 
vitality of railways, and has brought some of the largest and 
apparently most prosperous ones to the verge of bankruptcy. 
There applies here what Mr. Brandeis calls the principle of undi- 
vided loyalty. We have not reached and never can attain to that 
state of perfectibility where we can serve successfully two masters. 

*Hadley, Railroad Trans portation, p. 88. 
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We have it on the best authority that we shall hold to the one and 
despise the other, and our adherence will follow invariably the 
direction of our personal advantage. 

From the public standpoint such alliances must likewise be 
condemned unqualifiedly. They can mean nothing but higher 
rates and poorer service for they tend to an increase in the cost 
of operation. Moreover they create a distrust of corporation 
management which bars the way to that hearty co-operation 
between public and carriers essential to satisfactory railway 
operation. ‘Milking the railway”’ is a bucolic pastime which has 
no economic or social justification. 

The third class of interlocking relationships which falls within 
our consideration is that arising from the demands of construction 
or operation. The laws of a state may require separate incorpora- 
tion within its borders of a proposed extension of an existing line; 
or the earlier financing of the parent company may have involved 
such contractual relations, that it is neither expedient nor possible 
for the existing company to issue on its own account the securities 
which at the time the market is prepared to absorb. A separate 
corporation is created for construction purposes, and the same men 
serve on the board of the parent and the subsidiary. Usually 
the subsidiary corporation continues to live after the construction 
period has ended. The maze of interlocking corporations that 
makes up a great railway operating system is a mystery to the 
uninitiated, and because the intimate relationships thus formed are 
unfortunately sometimes employed to cover practices and policies 
that cannot endure the full light of publicity, all such alliances 
arouse suspicion among a large class of the public. Yet many of 
them are absolutely essential, most of them are harmless. They 
have grown up gradually as necessity compelled and are retained 
because of the legal technicalities that bar the way to a more com- 
plete unification, and because of the cautious conservatism of the 
legal mind which is inclined to let well enough alone. 

Outright purchase of one road by another involving the sur- 
render of the charter of the purchased road is a step complicated 
with much troublesome legal detail, and frequently may compel 
the sacrifice of certain charter privileges not possessed by the 
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absorbing road. Even when no such special privileges appear to 
be attached to the old charter, counsel prefer to follow the modern, 
conservative slogan of “‘safety first” and retain the grant against 
a time of need. A small and stubborn minority, seeking its own 
selfish advantage and wishing to be bought off, may block the plan 
foracomplete merger. State statutes, charter hmitations, financial 
expediency, any one or all of these may compei the preservation 
intact of the corporation whose property it is desired to purchase. 
The simplest solution of these many difficulties has been the pur- 
chase of the stock of the corporation, usually through exchange of 
securities. Identity of directors and complete interlocking follows. 

Some of our largest operating units have been welded together 
in this manner. The separate corporations have retained their 
identity, and the union has been effected through the purchase of 
their stock. Examples of this are the ownership of the Lake 
Shore and of the Michigan Ce. tral by the New York Central and of 
the lines west of Pittsburgh by the Pennsylvania Railroad through 
the Pennsylvania Company. 

These parental relationships, so far as they relate to construc- 
tion only, are in the nature of the case temporary. Those of a 
more lasting nature which bind an operating system together are, 
as a rule, in the interest of efficient railroading. They make for a 
more expeditious and a more generous service; they reduce the 
cost of operation and tend to lower rates. When this amalgamating 
movement has proceeded so far as to include under one operating 
system formerly independent and competing units, as in the absorp- 
tion by the New York Central of both the Lake Shore and the 
Michigan Central, a different problem arises which will be con- 
sidered under the fourth class of interlocking relations. 

With the power in the hands of the Interstate Commerce Com- 
mission and many of the state commissions to control the account- 
ing and examine the books of railway corporations, we may safely 
assume that the public interest will in nowise be prejudiced by the 
close relationship of parent railways and their subsidiary operating 
companies. 

Restraint of competition is the actuating motive for interlock- 
ing relations of the fourth class. Care must be taken to distinguish 
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between an affiliation of roads which results in perfecting an oper- 
ating system, and a close association of roads where no such object 
is apparent, but rather a restraint upon competition in some form. 
For lack of a better designation the first might be called longitudinal 
combination and the second parallel combination. The former 
would be illustrated by the New York Central’s absorption of the 
Lake Shore property, the latter by the union of the Great Northern 
and Northern Pacific through the medium of the Northern Securi- 
tics Company." 

Confining our attention to such affiliations as have the restraint 
of competition in mind, we ask ourselves what is their economic 
significance. But no categorical answer is forthcoming concerning 
a situation so complex. It depends upon the purpose in view and 
the method by which such purpose is effected. So far as the law is 
concerned, all forms of interlocking that restrain or tend to restrain 
competition would seem to be illegal. To be sure the decisions of 
the Supreme Court have not yet exhausted the possibilities of the 
Sherman act, but it seems clear from such decisions as have been 
rendered against the railroads, notably the recent Union Pacific 
merger case, that where restraint of competition can be proved, 
even though there is no evidence of injurious consequences to the 
public, the court will hold such a close relationship of railways to 
each other as an unreasonable restraint of trade. But we are con- 
cerned with economic rather than legal considerations, and here it 
is necessary to analyze somewhat the different forms of combina- 
tion if we are to reach any sound conclusion. 

At the one extreme there is the railway alliance formed solely 
for stock-jobbing purposes. There is no doubt that the unpopular- 
ity of railways may be traced in large measure to the manipulation 
of their securities and that if the able executives in charge of most of 
the systems were permitted to give their time exclusively to railway 
management and operation, and were unhampered by the restric- 
tions placed upon them by selfish financial interests, the railway 
problem would assume much smaller proportions. I refer here not 


‘It will be recalled that the term interlocking directorate has been here stretched 
to include almost any form of relation in which the interests of one railway corpora- 
tion have representation in an associated corporation. 
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to the banker class, but to a class with money and no principles— 
aclass of which Wall Street in general would be glad to be rid. One 
of our economic brethren in a recent attack on railways, brought 
the charge against them that they had been fortune-builders; but 
the charge applies in large part only to the manipulator of railway 
securities, not to the permanent stockholder. 

The corporate form of business organization, with its securities 
offered daily for sale on an unrestricted market, presents tempting 
opportunities to the unscrupulous manipulator to use his control 
of the railway for his own private advantage. For example, there 
is little evidence to show any interest in the development of an 
efficient railway service on the part of the buccaneers who organized 
the Rock Island Company. And while it may be possible to 
discern a justifiable economic purpose in the combination of the 
New Haven and the Boston and Maine railways through the 
Boston Holding Company, yet the means used, that of absolute 
monopoly of all forms of transportation in New England, cannot 
be defended. In the case of the Northern Securities Company, 
there was no evidence that results prejudicial to the public welfare 
had occurred, yet the merger contained such opportunities for the 
exercise of monopolistic power and had at the time relatively so 
little justification in the advantages to the public to be gained 
therefrom, that we must conclude that the Supreme Court’s 
decision was not only good law, but good economics. 

Interlocking devices that assist the railway wrecker and the 
financial juggler to accomplish their schemes are economically 
indefensible. In the employment of the holding company device 
to unite large systems, as in the case of the Northern Securities 
Company, or in the New York Central’s ownership of the Lake 
Shore and the Michigan Central railroads, the burden of proof is 
clearly upon the shoulders of the railways to demonstrate the ad- 
vantage to the public of such a relationship. As the court has 
insisted, such combinations by their necessary operation tend to 
destroy the motive for and to restrain competition. 

A second form of relationship that would fall under this general 
head is that which results from stock purchases in another road 
to promote traffic alliances. Such alliances have in view questions 
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of service not rates. Examples of this would be the stock-holdings 
of the Pennsylvania in the New Haven. Whether or not such an 
interlocking is detrimental to the public interest is a matter of fact 
in each case. Asa rule these interlockings have resulted in a more 
generous and efficient service, and in this respect they resemble the 
association of a parent road with its subsidiaries. Then there are 
those attenuated relationships, of which we have heard less lately 
than in former years, known as “community of interest.”” Under 
this plan representatives of two railways with common interests 
sit by invitation on one another’s boards, for the purpose of harmo- 
nizing thus informally policies of common concern. In their origin, 
they had the specific purpose of stabilizing the rate situation. 
Such relationships must as in the preceding case, justify themselves 
by their results. There are many instances in which, should the 
law permit this form of consultation, they would be productive of 
public benefit. For example, much waste of passenger service 
results from the number of trains arriving at and leaving Chicago 
at the same hour on different railways, yet the railway officials dare 
not make agreements nor use the community of interest device for 
discussing a more economical arrangement because of the Sherman 
anti-trust sword hanging over their heads. 

But in reaching a final conclusion as to the desirability from the 
public standpoint of such affiliations of parallel or potentially 
competing railways, I am compelled to look forward to what 
seems to me to be the inevitable outcome of the tendencies now at 
work. We have reached a point in the regulation of railways 
where competition in rates to any great degree is hardly probable. 
Economists have frequently demonstrated the undesirability of 
encouraging competition between industries subject to the law 
of increasing returns, and particularly between railways which 
have such enormous fixed plants in relation to the business 
done. Regulation has been substituted for competition as a 
public safeguard. But this principle of regulation has now been 
carried so far that the rate-fixing power has been virtually taken 
out of the hands of the railways and transferred to the Interstate 
Commerce Commission. Rates are rapidly becoming hardened 
at the maximum point fixed by the Commission, and competition, 
at least among parallel railways, has largely disappeared. 
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But the statement is frequently made that even though com- 
petition in rates is ended, railways should be prevented from 
agreements with one another in order that the public may enjoy 
the benefits of competitive service. But what, it may be asked, 
is an improvement in service but a reduction in rates, and why 
may not the practice of rebating be pursued even more successfully 
in this manner than by the more crude method of returning a part 
of the freight money ? 

In fact, in the knotty problems with which the Commission 
has wrestled such as elevator allowances, transit privileges, the 
absorption of switching charges, the spotting of cars, there is a 
clear recognition of the fact that these services are fundamentally 
problems of rates, that they must be adjusted by the regulating 
body, that they must be uniform and non-discriminatory, and that 
they must be filed as rates are filed for public inspection and 
criticism. 

It is the pressure of competitive service that has driven the 
railroads into the impossible position which some of them now 
occupy where they are absorbing terminal services of such an 
expensive character that they are left with scarcely enough of the 
total rate to pay operating expenses; where the industrial plants 
are receiving from the railways a portion of the freight rate for the 
privilege of hauling their own cars about their own yards, with 
their own locomotives. Free storage, free loading and unloading, 
free collection and delivery, refrigerator service, milling in transit, 
prompt and abundant provision of cars, preferred service in matters 
of speed; all of these practices and many more have resulted in 
discriminations and have depleted the revenues of the roads. 
Reduced to their lowest terms these are all questions of rates, if 
not of rebates. From this tangle of inconsistent and unprofitable 
relations into which the railways have been forced by the pressure 
of competition, they can be extricated only with the aid of the 
Interstate Commerce Commission. The opposition aroused by 
their attempts recently to comply with the Commission’s sug- 
gestions for the elimination of allowances to industrial railways 
demonstrates their helplessness. 

There seems to me to be but one outcome. Before long the 
Commission will be compelled to regulate service quite as rigidly 
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as it does rates. All the power necessary to do so is already theirs 
by statute, and they have already in many individual cases made 
significant rulings that involve problems of service. It will only be 
necessary to recall the Illinois Central car distribution case which 
went to the Supreme Court and was used by that body as an 
occasion for establishing the final authority of the Commission in 
matters of administration." 

When that day comes, and it is not far in the future, that the 
Commission assumes as complete control of service as it has already 
done of rates, it will then in my judgment be of little or no public 
concern whether parallel and competing railways are or are not 
interlocked. That every evil of a monopoly character will then 
be done away with for good and all I do not assert. That would 
be placing too low an estimate on the ingenuity of the financial 
juggler. But the public advantages of co-operation on the part 
of large railway systems under the conditions here described so 
decidedly outweigh any remote disadvantages that there seems to 
me to be no justification for a prevention of interlocking relation- 
ships. Such close co-operation will work not to the restraining of 
trade unreasonably but rather to its liberation, for it will permit the 
execution of co-operative plans for relief in many situations that 
are now wastefully handled. It will permit the application of the 
principles of scientific economic railway operation to the railway 
system as a whole. It is a curious myopia that persists among the 
American people and demands competition between these great 
industries to the certain burdening of them ultimately with its 
inevitable costs. Yet with this prejudice against combination 
lodged in the breasts of the people, the movement of events as 
expressed in legislation has been steadily away from reliance upon 
the efficacy of competition and in the direction of more and more 
rigid regulation. That it will stop short of government ownership 
does not seem at all clear. 


FRANK HaicH DIrxon 
DarTMCUTH COLLEGE 


tars U.S. 452. 





ESSENTIALS OF WORKMEN’S COMPENSATION 
STATISTICS: 


Experience will warrant the generalization that the develop- 
ment of social statistics follows administrative need. So long as 
sickness insurance, labor exchanges, or old-age relief are matters 
of agitation merely, so long are trustworthy statistics of morbidity, 
unemployment, or old-age dependence unobtainable; but when 
appropriate administrative machinery is created to deal with 
these problems, a body of accurate and significant information 
is gradually accumulated.* The rule holds with especial force of 
accident prevention and relief. Five years ago the very number 
of industrial injuries in the United States, or even in any one com- 
monwealth, was a subject for scientific conjecture;} the first work- 
men’s compensation laws were perforce based upon European 
experience and upon such fragmentary knowledge as could be ccl- 
lected by special investigative commissions.* Now, however, that 
twenty-four states have enacted such laws, the time is at hand 
for the compilation of American accident experience upon a scien- 
tific basis. Unfortunately, nine of the compensation states have 
provided no administration worthy of the name, and, needless 
to say, have but meager and untrustworthy statistics.‘ 

What is more remarkable, many even of the compensation 
boards have uot seen fit to undertake any record of accident or 
compensation experience. In point of fact, only Massachusetts, 
New Jersey, Washington, California, Ohio, and Wisconsin have 
hitherto compiled or published anything in the shape of accident 
statistics. Even this slender total is of very unequal value; the 

*The writer’s thanks for helpful suggestions and illustrations are due to 


Mr. William Burhop and Miss Myrtle Snyder of the statistical staff of the Industrial 
Commission of Wisconsin. 

2 Cf. Rubinow, Social Insurance, pp. 51, 213. 

3 Cf. Hoffman in Bulletin of U.S. Bureau of Labor, No. 78. 

4Cf. P’owney, History of Work Accident Indemnity in Iowa, chap. vi. 

5’ The annual reports of the Employers’ Liability Commission of New Jersey 
will illustrate the point. 
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reporting of accidents is not upon a uniform basis‘ and there is 
yet wider diversity in the classifications of industries, of the causes 
of accidents, and of the nature of injuries. It is much, however, 
that a beginning has been made. Beside the seven states above 
enumerated, Illinois and New York are preparing to do statistical 
work and other commonwealths may be expected to follow suit. 
Moreover, hopeful movements are under way to secure uniformity 
or at least comparability, among the several states. The moment 
is opportune, therefore, for a discussion of what is most essential 
in the way of workmen’s compensation statistics. 

Such statistics should subserve a threefold function: (1) acci- 
dent prevention, (2) administration of existing compensation laws, 
and (3) the enactment of further legislation. The statistical record, 
accordingly, must be such as will throw light upon the causes and 
results of work accidents, the operation of the compensation machin- 
ery, the social effects—both of the injuries themselves and of the 
existing methods of indemnity therefor—and the cost of compensa- 
tion under various methods of insurance or of risk distribution. 


I. STATISTICS FOR ACCIDENT PREVENTION 


For accident prevention the most needful information is that 
pertaining to the causes of accidents. By ‘“‘cause” is here meant, 
not the whole of the antecedent circumstances, but the immediate 
physical instrumentality which produced the injury, or the manner 
in which the accident immediately occurred. The point may be 
made clearer by concrete illustration. A workman on his way 
to a drinking-fountain stumbles over a pile of scrap in the gangway 
and throws his hand into the open gear of a bulldozer, with the 
result that the fingers are crushed off; the unguarded gear, and 
not the pile of scrap, is the proximate cause of the injury, though 
both contributed thereto. A boy jumps onto a moving elevator 
and is crushed by the automatically descending gates; his act was 
reckless, if you please, but a proper gate would have prevented the 
accident and the device actually used must be treated as the 

t All accidents are reported in Massachusetts, all accidents for which claims are 


presented in Washington, all which cause disability for more than seven days in 
Wisconsin, etc. 
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proximate cause thereof. The secondary or contributing circum- 
stances are very important for intensive studies of particular classes 
of accidents, but the proximate cause, in the sense above defined, 
is the fact of prime consequence for prevention and would appear, 
therefore, to be the proper basis for a generic classification." 

To be of much use the analysis of proximate causes must descend 
to minute details. It is not enough to know that such and so many 
accidents occurred upon ladders. It is needful to distinguish falls 
from ladders, due to defective rungs, loss of balance, etc., and falls 
with or of ladders, due to slipping or toppling over. The rationale 
of these distinctions lies in the different means of prevention: 
slipping and toppling over are preventable by steel shoes at the 
bottom and fastenings at the top of the ladder, or better still by 


Mr. Fred Croxton, chief statistician of the Industrial Commission of Ohio, has 
adopted the “primary” cause as the basis of classification. By “primary cause,” 
in this connection, appears to be meant the circumstance which immediately initiates 
a train of events resulting in injury. In the bulldozer illustration above cited, 
Mr. Croxton would charge the injury to the pile of scrap. Similarly, he would charge 
to emery wheels both those injuries which result from the bursting of wheels and 
those which are due to flying particles in the ordinary course of grinding operations. 

The objection to this basis of classification is that it does not point to the efficient 
means of prevention. Had the bulldozer gear been properly inclosed some injury 
might have resulted from stumbling over the pile of scrap but the particular mutila- 
tion which did result would not have occurred. Gear injuries are very different in 
character from stumbling accidents and the means of prevention are of quite another 
kind. An open gear exposes all who work or pass in its vicinity to a definite hazard. 
A littered aisle, apart from unguarded machinery, presents a different and much less 
serious hazard. 

Further, starting from gears as the primary cause, it is comparatively easy to 
analyze gear injuries with respect to the several classes of contributory circumstances— 
wearing of loose sleeves, cleaning, oiling, or adjusting gears while in motion, slipping 
on wet or greasy floors, stumbling over scrap, etc. But if each of these contributing 
circumstances is treated as a primary cause, then when it is desired to illustrate the 
importance of inclosing all gears, it wili be necessary to pick out the gear injuries from 
a dozen or more cause classes. Be it repeated, it is for the sake of prevention that 
accident causes are important and the efficient preventive of all gear injuries is the 
proper covering of gears. 

So with the emery-wheel illustration. When an unprotected emery wheel bursts, 
everyone in the vicinity is exposed to grave danger from the flying fragments; the 
preventive is a solid hood which incloses the whole wheel save the few inches of grind- 
ing surface. But the flying particles from ordinary grinding operations are not retained 
by the hood; their menace is to the eyes of the operative, and the preventive is a 
pair of safety goggles. 
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a stationary ladder; loss of balance may be prevented by avoidance 
of excessive loads and by care that the workman shall always have 
one hand free while on a ladder; defective rungs are discoverable 
by proper inspection, and so on. So with the very numerous class 
of “hits”: hits with flying nails, preventable by the use of cor- 
rugated hammers, are to be distinguished from hits received in 
grinding or chipping, against which workmen may be protected 
by the use of goggles or of mica shields. Accident causes, then, are 
to be distinguished according to the appropriate mcdes of preven- 
tion; no other principle of classification is of much value for the 
purpose in hand. To furnish this information in usable form very 
numerous classes of causes must be distinguished. For Wisconsin 
industries alone some two hundred and fifty separate classes have 
been found necessary. 

A detailed analysis of the proximate causes of accidents is the 
only safe guide for the drafting of safety rules or standards, whether 
by public authority or by private employers. For this purpose, 
however, mere frequency of accidents is not sufficient. The gravity, 
as well as the number, of the resultant injuries must be known to 
gauge the relative importance of different causes. Accidents upon 
cylinder-head jointers, e.g., are not infrequent. Indeed, such in- 
juries are perhaps more numerous at the present day than those 
upon the obsolescent square-head buzz-planer. But, whereas the 
square-head jointer commonly maimed its victim for life, the 
“‘safety-head”’ rarely does more than “nip” the fingers. To serve 
the purpose of safety standards, therefore, accident causes must 
be correlated with the character of injury—fatal, permanent total, 
permanent partial, temporary—and with the duration of temporary 
disability. The cost of indemnity and medical aid also furnishes 
a valuable and striking indicium of accident gravity, but this index 
can be used only for comparisons under the same or closely similar 
compensation laws. Lastly, the causes of accidents require to be 
correlated with industries and industry groups. The number and 
character of “handling” accidents tell us little about possible 
preventive measures so long as logging, teaming, stevedoring, and 
sheet-metal accidents are lumped together. But so soon as the 
handling of accidents in sheet-metal works or agricultural implement 
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factories are considered by themselves, the details begin to take 
on significance. In practice,’ it has been found convenient, first 
to arrange the accidents of each industry group by causes and 
character of injury, and then to make two general tabulations 
showing, respectively, causes by industries and character of injury 
by causes. 

Doubtless it would be highly useful, if only the requisite data 
were obtainable, to compare the frequency and gravity of accidents 
from each cause with the extent of exposure thereto. That 948 
injuries occurred on rip saws and only 35 on set screws? says 
nothing of relative hazard until the number of workmen exposed 
to these two sources of danger, respectively, is known. Unfor- 
tunately no state has, or is likely soon to obtain, information suffi- 
cient for such a comparison. Nothing less would be required than 
an exhaustive and current physical survey of industrial establish- 
ments and it is doubtful whether the benefits would be worth the 
cost. The gross number and character of injuries from any cause 
will sufficiently indicate its relative importance in a campaign for 
prevention. And knowledge of relative aggregate importance is 
a practical, albeit a somewhat rough-and-ready, guide for the draft- 
ing of safety standards. It is possible, however, to measure acci- 
dent frequency and gravity in terms of exposure for particular 
industries, localities, and establishments, thus obtaining a very 
useful indication of the weak spots in the safety work of the state 
or of the em ‘loyer. 

It was mentioned above that the secondary causes, or condi- 
tioning circumstances, of industrial accidents are best analyzed 
in special studies. Such factors as fatigue, rate of work, age and 
sex of workers, alcoholism, physical and mental defects, rarely 
can be separated in the general analysis, because the data in hand 
usually are inadequate. We know, e.g., that the peak of accident 
frequency occurs between ten and eleven o’clock in the forenoon 
with a secondary peak between three and four in the afternoon. 
But this does not necessarily mean that fatigue has no effect in 


*In the Industrial Commission of Wisconsin. 
? The actual numbers reported to the Industrial Commission of Wisconsin during 
thirty-one months. 
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increasing liability to injury." In the figures usually quoted the 
effects of fatigue are crossed and obscured by the effects of the rate 
of work, and of the number working at different hours of the day. 
So with the familiar Monday peak of accidents. It is matter of 
common knowledge that changes of employment are by preference 
made on Monday, and this factor may well outweigh “the week- 
end spree” to which the Monday peak is popularly attributed. 
The meaning of such facts may sometimes be made clear by proper 
correlation, as by combining the day of the week with the lengih 
of experience in the same establishment or by correlating the age 
distribution of injured workmen with suitable statistics of adoles- 
cent labor, where such exist. Generally speaking, however, the 
methods of mass statistics are too coarse for the interpretation of 
any but proximate causes of work accidents. 

Not much need any longer be said of personal fault in relation 
to industrial accidents. It is now generally recognized that the 
pains which have been expended to assign their due meed of blame 
to employers, workmen, and the inherent hazards of industry have 
yielded few results of value. Fault is a subjective fact. Statistics 
of fault vary remarkably with the sources of the original data and 
with the latitude which the compiler allows himself. If the ques- 
tion is left to employers, substantially all work injuries are reported 
as due to the negligence of the injured. If an attempt is made to 
adjudge fault on the basis of specific facts the results will greatly 
depend upon arbitrary definitions and the personal bias of the 
statistician. Is the wearing of loose sleeves at a flat-work ironer, 
or of lace shoes in a foundry, an evidence of original sin or of a 
defect in shop organization? Is horseplay on the part of boys a 
proof of unusual recklessness, or simply a normal attribute of 
youth? Shall we blame the child for his childish heedlessness, 
or the employer for placing him in a post of danger, or the state 
for tolerating his employment? It is just because such questions 
are matters of judgment that the percentage of work accidents 
attributed to the “fault” of workmen was 41.26 in Germany, 


* For an amusing misinterpretation of this well-known phenomenon see Second 
Annual Report of the Industrial Insurance Department of the State of Washington, 


Ppp. 98, 99. 
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23.53 in Wisconsin, and 21.05 in Minnesota.‘ Such irreconcilable 
discrepancies do not arise with respect to objective facts. 

Not only are statistics of fault utterly untrustworthy; in the 
mass, they are useless for accident prevention. “Greater care”’ is 
an easy suggestion, but it lacks definiteness. In so far as careless- 
ness is not another name for youth, inexperience, excessive speed, 
fatigue or monotony, it is a defect of habit, the corrective for which 
is education in habits of safety. What is wanted for the purposes 
of such instruction is knowledge of the specific acts or omissions 
which produce or condition industrial accidents. This is precisely 
the information which an adequate analysis of accident causes 
will furnish. 

The mere compilation and publication of accident statistics, 
however excellent in themselves, will go a very short way toward 
the promotion of industrial safety. Accident prevention, when all 
is said, must be achieved by the men actually on the job. The 
state, at most, can set up standards and stimulate the efforts of 
employers and workmen. In this educative work which is funda- 
mental to the safety movement, accident statistics may play an 
important part, but only on condition that the statistical informa- 
tion is brought home in intelligible form to the manager in his 
office and the workmen in the shop. On this principle are based 
the “shop bulletins” cf the Industrial Commission of Wisconsin— 
each a compact treatise of some one class of accidents, as eye 
injuries, gear accidents, or molten metal burns, written in ordinary 
shop language, illustrated with cuts and succinct statistical tables 
designed to enforce the lesson of prevention, and placed in the hands 
of the managers, superintendents, and foremen of the industries 
immediately affected. Another device for accomplishing the same 
result is the blueprints of causes of accidents, especially useful 
in public meetings and ‘‘round tables.” The commission also 
analyzes and compares the accident records of particular estab- 
lishments for the use both of its own deputies and of the employers 
concerned. This last device has been still more systematically 


*See Builetin of the U.S. Bureau of Labor, No. 92, pp. 64, 65 (Germany, 1907); 
Report of the Bureau of Labor Statistics, Wisconsin, 1907-8, p. 4; Twelfth Biennial 
Report of the Bureau of Labor, Minnesota, p. 188. 
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and effectually employed by the Industrial Accident Board of 
Massachusetts in promoting safety organizations. 


Il. STATISTICS FOR THE ADMINISTRATION OF COMPENSATION 


Of administrative statistics the most important are those relat- 
ing to the settlement of claims. The number and character of 
compensatable accidents reported and compensated, the claims, 
distinguished according to character of injury, which are settled 
by agreement, arbitrated, brought before the administrative board, 
or carried through the courts, the length of time required for the 
disposal of claims by the several modes provided by law, claims 
allowed or rejected by arbitrators, commissions, or courts, and 
the grounds of rejection, applications for payment in gross granted 
or refused, and the reasons therefor, the amount of indemnity and 
of medical benefit paid for each class of injuries, the cost of admin- 
istration with the legal and other costs of adjusting claims, cases of 
delay in the beginning of indemnity or the furnishing of medical 
reliefi—such are the facts of greatest significance from an admin- 
istrative standpoint. Statistically considered the problems are 
simple and they have been passably solved by most compensation 
boards. Unfortunately, too many of the commissions have con- 
tented themselves with totals and averages wherein the different 
classes of cases are lumped together.t An “average indemnity 
per case,” an average delay in the settlement of claims, or a per- 
centage of agreements to total cases, which includes deaths, per- 
manent disabilities and minor injuries, is worse than meaningless; 
it is misleading. There is, too, a notable lack of what may be 
termed administrative efficiency statistics to show the promptness, 
or the want of it, with which compensation cases are decided. 
When all allowances are made, however, the published reports of 
the several compensation boards constitute a reasonably adequate 
administrative record—all the more creditable by contrast with 
the total absence of such records in states whose compensation 
acts are administered by courts. 


III. STATISTICS FOR FURTHER LEGISLATION 
That the existing compensation laws, passed in response to a 
somewhat sudden popular demand and framed without adequate 


t This is true, as respects its published reports, even of the Industrial Commission 
of Wisconsin. 
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knowledge of the conditions to be met, would solve the problem 
of accident indemnity could hardly have been expected by their 
most ardent advocates. In point of fact, experience already has 
developed the gravest defects in scope, in scale of indemnity, and 
in administrative control, insomuch that hardly a single law 
enacted in 1911 remains without important amendments.* When 
it is called to mind that even the most liberal of American statutes 
falls considerably short of full indemnity, that quite one-half of 
the commonwealths are without any compensation laws, and that 
interstate and foreign commerce are still subject to the vicious 
system of employers’ liability, it must be evident to the most 
dull that workmen’s compensation in the United States has barely 
entered upon a long course of development. In order that future 
legislation may be grounded upon something better than guess- 
work, it is highly important that the actual working of the existing 
laws should be subjected to the closest scrutiny. Statistics alone 
can furnish the basis for such a study. 

The information required for the guidance of legislators pertains 
to the social effects of compensation and to the cost of proposed 
enactments. A study of social effects is necessary to reveal the 
shortcomings of existing laws and an analysis of costs is required 
to test the practicability of suggested changes. 

1. We need to know, first of all, to what extent work accidents 
are indemnified, and how far destitution from this source is pre- 
vented, by our present laws. The adequacy of indemnity is easily 
tested. A comparison of wage loss and medical costs incurred 
with pecuniary benefits received, for each class of injuries, will 
tell the story. But to ascertain the facts of privation or relief 
we must follow the injured workman to his home. We must learn 
how the “waiting period,” the occasional delays in settlement, 
and the reduction of income after compensation begins affect 
the family budget, how the family readjusts itself when the death 
benefit ceases, and what becomes of the totally incapacitated worker 
who unfortunately survives the six- or nine-year period of indemnity. 
These are precisely the facts which ordinary accident statistics 
fail to reveal. The reports show the character and extent of the 


* Cf. Downey, “‘Workmen’s Compensation in the United States: A Review,” in 
the Journal of Political Economy, XX1, 913-30. 
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injury, the surgical results, the wage loss, and the amount of com- 
pensation, but they do not, and cannot, give the subsequent 
history of the victim and his family. To judge whether compensa- 
tion is adequate, considered as relief, special field studies, by the 
case system, will be required. 

It must not be forgotten, withal, that a workmen’s compensa- 
tion act which merely indemnifies loss or relieves distress has 
fulfilled but a part of its function. To save an arm is better than 
paying the actuarial value thereof, and to restore a workman’s 
earning capacity is better than to pension him for life. Hence the 
importance of analyzing surgical results—the duration of disability 
from the several classes of injuries, the number of infections, the 
proportion of fractures and dislocations which result in permanent 
stiffness of the part affected, and the percentage of amputations 
in particular kinds of injuries. So much should appear from 
the reports themselves. Comparisons of the records of employers, 
insurance companies, industries, localities, and states, in respect 
to such results, will search out any shortcomings in the prompt- 
ness and quality of medical aid. 

Surgical results, however, by no means tell the whole story. 
What are the prospects that a one-armed man, trained only to 
common labor, will be able to find suitable employment, and at 
what wages? Does the loss of a ring finger permanently impair 
earning capacity, and to what extent? Should the scale of indem- 
nity be higher for ‘‘right”’ than for “left” injuries, and how much ? 
These and the like questions can be answered only by special field 
studies, such as the inquiry made by the Industrial commission of 
Wisconsin into farm accidents, or the similar investigation of 213 
permanent injuries.* 

2. Statistics of cost are important, not only for the determina- 
tion of insurance rates, but because the cost to employers is the 
ground of resistance to adequate compensation. Every proposal 
to reduce the ‘‘ waiting period,” to furnish full medical aid, or to 
extend the term of indemnity for death or permanent disability 
is met by the familiar wail that the increase will overburden 


t Bulletin of the Industrial Commission of Wisconsin, Vol. I, No. 5a, and Vol. II, 
No. 6. 
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industry, unsettle business, and drive capital out of the state. 
Therefore the administrative authority should be able to predict 
with approximate accuracy the effect of any given legislative change 
upon the total cost of compensation. 

To this end a detailed analysis of accident experience is requisite. 
To know the aggregate amount of indemnity and medical relief, 
or even the amount paid, respectively, for deaths, dismemberments, 
and temporary disabilities' will avail little. The analysis must 
be carried far enough to show, for instance, not merely the number 
of finger injuries, but the number of right index fingers amputated 
at the distal joirt. That is to say, the accidents must be distrib- 
uted in detail by character of injury and part of the body affected. 
Only when the gravity of injury, as measured by the duration of 
temporary, and the degree of permanent, disability, and the cost 
of indemnity and medical aid are known for each class of injuries 
in such a detailed distribution, will an adequate basis be obtained 
for cost computations. Accident statistics in this country, hitherto, 
have commonly failed at this point. Injuries have been distributed 
only in the rough, or else the classifications have been limited by 
the requirements of particular statutes;? gravity and cost have 
been correlated sometimes with the nature of injury, sometimes 
with the part of the body affected, but rarely with both at the 
same time; the medical cost for all accidents has been lumped 
together and a meaningless “average per case’”’ obtained. Hence 
it has not been possible to predict the effect of amendments, or 
to make comparisons between states, with any accuracy. 

For insurance rate-making the cost of compensation must be 
compiled by industries and computed in percentage of payroll. 
But the industries of a single state rarely furnish a sufficient expo- 
sure for sound rate-making. A much better basis will be obtained 


* The divisions upon “Schedule Z” of the Massachusetts Insurance Department, 
1913. 

2 The statistics of the Industrial Accident Board of Massachusetts, in many 
respects the most valuable yet published, suffer from this defect. All accidents caus- 
ing disability for two weeks or less were lumped together, so that it was not possible 
to estimate the effect of a proposed reduction of the “waiting period” to one week. 
The specific indemnity for the dismemberments enumerated in the act was set out, 
but not the temporary total disability benefits or the medical cost for the same, nor 
was any account taken of dismemberments not enumerated in the law. See First 
Annual Report of the Industrial Accident Board (Massachusetts), pp. 319, 321, 323, etc. 
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by using the combined experience of all compensation states and 
applying a system of differentials corresponding to differences in 
accident frequency and in the scale of compensation. For this 
purpose the detailed accident analysis above spoken of is indis- 
pensable. Moreover, in view of frequent amendments, the like 
analysis is almost equally necessary for interpreting the experience 
of a single state. It may be said that this is a task which properly 
devolves upon insurance carriers. 'Workmen’s compensation in- 
surance, however, is strongly affected with a public interest. 
Both the adequacy and the reasonableness of raies are matters of 
social con-ern. The fact of a controlling public interest has been 
recognized by making this branch of insurance a state monopoly 
in Ohio, \Vashington, Oregon, and West Virginia, and by sundry 
less drastic experiments in regulation. Even where there is no 
official control of insurance practices employers will naturally 
wish to know whether they are being overcharged as compared 
with their competitors in other states. On every ground, therefore, 
an official compilation of the data required for insurance rate- 
making is highly desirable. Fortunately, the statistics needed for 
other purposes will, in great measure, serve this function also. 
An analysis of accidents by industries and by the nature and gravity 
of injury is necessary for effective safety work. Statistics of cost, 
analyzed by industries and by character of injury, are required 
for intelligent legislation. Cost expressed in percentage of pay- 
roll gives the “‘pure premium” from which insurance rates are 
computed. It is only necessary to add an analysis of the “expense 
loading’’—disbursements for solicitation of business, inspection of 
risks, settlement of claims, taxes, and home office expenses. 

If the foregoing argument is well taken, the foundation of 
compensation statistics is scientific classification of industries with 
respect to nature anc degree of hazard, of the proximate causes of 
accidents with reference to modes of prevention, and of the physical 
results of accidents by nature of injury and part of the body affected. 
It goes without saying that the original data, in the way of accident 
reports, must be satisfactory, that proper correlations must be 
made, and that much information not assignable to these heads 
will be called for. But these three classifications are fundamental. 
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Faulty analysis or failure of insight here will vitiate the whole 
statistical superstructure. Vice versa, reasonable adequacy and 
uniformity will go far toward making the experience of each state 
available to every other. Unfortunately, neither adequacy nor uni- 
formity mark the fundamental classifications now used. Least of 
all is there any satisfactory classification of industries. The census 
grouping, based as it is upon the nature of materials or products, 
bears no relation to hazard and is utterly unsuited to the needs 
of accident statistics. The insurance manual is a chaotic welter 
of some fourteen hundred classes, based upon no consistent principle 
and abounding in distinctions without rhyme or reason. Not- 
withstanding, in the absence of anything better, the census classi- 
fication has been adopted by the Industrial Accident Board of 
Massachusetts, while the insurance manual is used in unmitigated 
form by the Industrial Commission of Ohio and the Insurance 
Department of Massachusetts, and with certain regroupings by 
the Industrial Insurance Department of Washington and the 
Industrial Commission of Wisconsin. The result is highly con- 
fusing. Comparisons between the published reports of Wisconsin 
and Ohio or Washington can be made only after laborious analysis 
and regrouping; comparisons with Massachusetts cannot be made 
at all. Even the Insurance Department of that state is unable to 
use the rich accident experience of the Industrial Accident Board. 

In view of this situation, it is a matter for regret that the 
numerous conferences on uniform accident statistics should have 
devoted so much attention to the comparatively minor question 
of a uniform accident report blank. No one will deny that the 
original reports are a condition precedent to any statistics or that 
a standard blank is very desirable. But the facts of real importance 
for accident statistics—the manner in which the accident occurred, 
its surgical results, the duration of disability, the wages of the 
injured workman, the amount of indemnity and of medical relief— 
are pretty certain to be obtained by any compensation board. 

* In the Wisconsin classification, begun in the fall of 1913, the grouping made by 
Dr. I. M. Rubinow, chief statistician of the Ocean Accident and Guaranty Corpora- 
tion, was taken as the point of departure. The same starting-point has since been 


used by the statistical committee of the Workmen’s Compensation Service Bureau in 
its recent regrouping of manual classifications. 
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The real difficulty is the education of employers in making reports. 
Meanwhile there has been but scant discussion of the weightier 
problems which confront compensation statisticians. 

This singular oversight is about to be remedied. ‘The National 
Conference on Standardization of Accident Reporting and Tabula- 
tion, pi moted by the United States Bureau of Labor, already has 
agreed ‘ipon a definition of a reportable accident, upon a standard 
first report blank* and upon the time limit for the first report of 
accidents, and has appointed committees on statistical classifica- 
tions which will report at the next meeting of the conference. 
These committees will have the benefit of the elaborate classifica- 
tions developed by the Workmen’s Compensation Service Bureau,’ 
as well as of those which are in use in the several compensation 
states and in European countries. It is hoped that these com- 
mittees will have finished their work in time for definite action at 
the next annual meeting of the National Association of Workmen’s 
Compensation Boards. There is good prospect, therefore, of an 
early agreement upon standard and reasonably satisfactory classi- 
fications of industries, of accident causes, and of injuries. This 
will do much to bring order out of chaos and to put workmen’s 
compensation statistics in the leading states on a sound basis. 

Workmen’s compensation is the one branch of social insurance 
which has made considerable headway in the United States. 
Statisticians in this field, therefore, have a rare opportunity for 
public service. If they grasp their problem with intelligence and 
courage, if they neither sacrifice correct theory to propagandism 
nor become so technical as to pass all understanding, they can 
effectually further the progress of accident prevention and relief. 
Theirs, moreover, is the work of pioneers. Sound statistics of work- 
men’s compensation will straighten the paths of statisticians in 
social insurance at large, as its several branches shall be successively 
evolved. 

E. H. DowNEY 


Mapison, WIs. 


* Substantially the blank recommended by the American Association for Labor 
Legislation. 

2 The bureau is a “ring,”’ or loose confederation of some twenty casualty insur- 
ance companies {the number varies from time to time) which agree to maintain the 
same minimum rates and otherwise restrict competition among themselves. 





THE FARMERS’ ELEVATOR MOVEMENT 
II 


A. THE ORGANIZATION OF FARMERS’ ASSOCIATIONS OF 
GRAIN-DEALERS 


The continuous opposition of the large grain interests to 
the farmers’ companies was largely, if indirectly, instrumental in 
hastening the rapid extension of the farmers’ elevator movement. 
The boycotted commission firms felt very keenly the effects pro- 
duced on their business by the work of the regular grain trade. 
Their sense of justice, however, prevented them from participating 
in this organized attempt to root out completely the farmers’ 
elevator movement, and thus bring about a virtual monopoly of 
the country grain-buying. For these commission firms, also, the 
field of operation became very limited. Their only hope of again 
building up prosperous businesses lay in broadening that field, 
and the farmers’ elevators constituted the field. These commis- 
sion firms then began to co-operate actively with the farmers’ 
elevators to bring about a rapid spread of the movement. 

The existing farmers’ elevators realized that their salvation 
lay in organizing themselves so that, by united action, they would 
become powerful enough to command respect and authority. It 
soon became entirely evident that a central organization of some 
kind would be necessary. 

The first association to be formed was the Illinois Farmers’ 
Grain Dealers’ Association, which was organized at Springfield 
in 1903 by the fifteen farmers’ elevator companies of the state. 
This was followed the next year by the organization at Rockwell 
of the Iowa association with about twenty members. The benefits 
of these associations were immediate, especially in the mutual 
assistance rendered and the encouragement given to the establish- 
ment of new companies. In this building-up of new companies, 
they received valuable support from the boycotted commission 
firms, who had begun to realize that their fortunes also depended 
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upon an increase in the number of farmers’ elevators. They there- 
fore became actively engaged in helping the work of organizing 
new companies. A member of one of these commission firms stated 
that he had traveled almost continually for three years, during 
which time he was busily engaged in organizing farmers’ elevator 
companies. During this time he spoke at about 175 different 
places, and everywhere, after explaining the situation to the 
farmers, he found them ready to establish elevator companies. 
In only two or three cases did they fail to organize after the matter 
had been explained to them. This campaign, conducted by this 
one commission firm, was said to have cost $15,000 to $20,000. 

It was the strong opposition of the regular grain-dealers which 
had caused the organization of both the Illinois and the Iowa state 
associations. It was also this opposition which had develored 
the active campaign for more farmers’ elevators on the part of the 
boycotted commission men. All these forces acting together soon 
developed a movement which attracted widespread attention. 
Most men at all acquainted with it at the time the state association 
of Illinois was organized had not a great amount of confidence in 
its success. Among its staunchest supporters there were but few 
who could do more than hope that it might be a permanent force 
in the grain trade, and ultimately be able to free the farmer from 
the tyranny of the grain monopoly. 

Within two years of the organization of the Illinois association 
the situation had taken on an entirely different aspect. From the 
few weak and struggling companies which constituted the organiza- 
tion in 1903 it had by 1905 grown into a powerful union of over 
125 strong and prosperous companies. It then became a force 
which had to be reckoned with in the grain trade. In Iowa also 
the movement was spreading very rapidly. It is reported that in 
1905 there were at least 78 farmers’ elevator companies in opera- 
tion in that state. The rapid increase in the number of elevators 
was due largely to the assistance which the state associations 
could give to companies that were in the process of organization. 
With the assistance of the state associations only a few months 
at most would be required for organizing a new company and getting 
it ready to start its work, while it took from one to two years to 
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organize and launch a company before the state associations had 
begun their work. The state associations would frequently be 
in a position to help a company secure a favorable elevator site 
from a railroad, or to lend assistance in various other dealings 
with railroads. The Illinois association, for example, helped the 
farmers’ elevator company at Mazon to get a sidetrack to its 
elevator. In order to do this it was necessary to engage in a 
severe fight with the Cleveland, Cincinnati, Chicago & St. Louis 
Railroad. 

A general idea of the character of the work undertaken by a 
state association may be obtained from the following account of 
the work which was being done in 1912 by the Nebraska association: 

Three definite things are under way at the present time. Sane, practical 
work is being done to reduce the useless waste of losses of grain in transit by 
reason of leaky cars. A systematic investigation of the insurance situation 
in the state is being made with a view of carrying mutual insurance and 


thereby lessen the cost at least one-half of the present cost. The matter of 
consideration of shippers’ rights in terminal markets is also being worked on.* 


The annual meetings of the state associations also became very 
important agents in bringing about the spread of the movement 
and in strengthening the existing companies. These meetings, 
lasting two or three days, were enthusiastic gatherings of dele- 
gates from most of the farmers’ elevator companies in the states in 
which the meetings were held. Delegates from companies already 
organized here met visitors seeking information; the state officers, 
especially the secretaries, were largely engaged in field work and 
they were on hand with authoritative advice and information. 
The practical questions involved were thoroughly discussed by 
delegates, by officers, and by outside men expert in their respective 
departments. There was noticeable among all a spirit of singular 
sincerity and earnestness with a keen determination to make the 
movement a success. Such meetings inevitably kindled an effect- 
ive enthusiasm and led to activity more zealous than ever before. 
Resolutions would also at times be passed giving the sentiment of 
the convention on measures which were being considered by our 
law-making bodies. The Iowa conventions have also sent delegates 


* American Co-operative Journal, VIII, tor. 
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to Des Moines to urge the passage of a reciprocal demurrage’ bill 
through the legislature. The enactment of such a bill into law 
would have an important influence upon the work of farmers’ 
elevator companies, as cars would then be moved with considerably 
greater rapidity and the car famine would thus be relieved to a con- 
siderable extent: 

In these various ways the state conventions became very 
important factors in bringing about a strengthening of the move- 
ment and also in causing its more rapid spread. The work of the 
conventions directly, and also the work done by them indirectly 
through the officers which were there elected, was instrumental 
in bringing about the organization of a large number of new com- 
panies annually.” 


* Demurrage is a charge which a railroad company makes for each day that a 
shipper or receiver detains a car over 48 hours. Reciprocal demurrage requires that 
cars be delivered at loading stations in rotary order within a prescribed time after the 
cars have been ordered. The orders are to be numbered and receipts given to the 
persons ordering the cars. The cars shall be loaded within 48 hours, then moved 
from the sidetrack within 24 hours, moved toward destination at a specified rate of 
speed, placed at destination within 24 hours, and relieved by consignee within 48 hours 
after being placed; consignee to be paid $1.00 per day by the transportation com- 
pany for each infraction of these provisions. 

The demand for reciprocal demurrage arose from the car famines, which the 
farmers believed to be due to a considerable extent to the favoritism which was shown 
to certain shippers who were permitted to hold cars for a long time without paying 
demurrage while others would be unable to secure cars. This belief was founded 
largely upon various investigations which had been made, as, for example, one made 
in Minnesota by the St. Paul Board of Trade (American Co-operative Journal, February, 
1906,p.15). Thisinvestigation revealed an extensive system of rebates and favoritism 
which was practiced by the railroads of Minnesota. The investigators went into the 
railroad yards at Minneapolis and St. Paul and found that it was a common practice 
to allow large numbers of loaded cars to remain on track from five to one hundred days 
free of demurrage while the wheat-shippers in the Northwest were clamoring for 
cars in which to ship their wheat to market. During this time the common shipper 
was compelled to pay a demurrage of $1.00 per di y if he detained a car over 48 hours. 


2 The American Co-operative Journal, first issued in 1905, became a very powerful 
agent in the advancement of the movement. It was ably edited by a man who was 
intimately acquainted with the problems and practices of farmers’ elevators. The 
operations of the regular grain-dealers in their opposition to the movement were 
boldly exposed; the need of establishing farmers’ elevators was put forth in convincing 
arguments; advice was given as to how a new company should be organized in any 
community, and assistance, so far as possible, was also given to bring about the develop- 
ment of new companies and the strengthening of the old. 
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The farmers’ elevator movement was now becoming so strong 
that all the efforts of the regular grain-dealers’ associations to root 
it out appeared to be futile. They realized, however, that the 
keystone of the whole structure was the penalty clause, or protec- 
tion clause, which most companies had incorporated into their 
by-laws. If that could in some way be removed they felt that even 
yet it might be that the whole structure would fall in a heap of 
ruins. They therefore centered all their attacks finally upon this 
point. They declared that the introduction of this feature was 
“unfair, unjust and un-American.”* 

They also attacked the legality of the clause, maintaining that 
it created a monopoly and so was contrary to the anti-trust acts 
that had been passed by many states. When his opinion was 
asked on this point, however, Attorney-General H. W. Byers of 
Iowa replied as follows:? 


As I read the articles and by-laws of the farmers’ elevator companies 
the very purpose of their organization is to protect their members from the 
operation of the so-called “grain combines” in Iowa, and to furnish them 
facilities for getting their grain into the open market at the least possible ex- 
pense. There is absolutely nothing in the plan that even squints at fixing 
the price of grain, or in any manner preventing the freest competition among 
buyers and sellers of grain. 

I therefore conclude: 

First: That the agreement upon the part of the members of co-operative 
grain companies to pay a certain per cent upon sales of grain made to other 
dealers is a legal and binding agreement. 


* During the testimony before the investigation committee of the Interstate Com- 
merce Commission, Franklin K. Lane had the following to say about the penalty 
clause: “Well, now, what is the difference between that and this sort of an arrange- 
ment made between you and myself: You agree to sell me all your grain for this season , 
and if you do not you agree to pay me a certain amount as liquidated damages. That 
agreement could be made between us, couldn’t it, and made between a lot of men? 
These arrangements are made every day, aren’t they? It is simply an agreement 
by which the farmers who stand together agree to sell to this company, and if they 
do not sell to this company, then they pay something because the elevator will be at 
a loss. They make something good. Then there is a different system, which, as I 
understand it, is purely co-operative, by which they pass the grain through the elevator 
and then assess themselves for the proportional cost” (Senate Document, No, 278, 
59th Cong., 2d sess., p. 678). 


2 American Co-operative Journal, VII, 342. 
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Second: That there is nothing in the Stillman anti-trust grain law, passed 
by the Thirty-second General Assembly, that will make it unlawful for co- 
operative grain companies to operate under the so-called “protection” or 
‘penalty clause.’’ 


During the latter part of the year 1911 suit was brought in the 
Circuit Court at Monticello, Illinois, to annul the charter of the 
Farmers’ Grain Company, alleging that the penalty clause in the 
by-laws was a restriction of trade and against public policy. Judge 
Cochran, who heard the case, said the by-laws were not in restraint 
of trade, and not against public policy. A farmers’ company, if 
incorporated, is a private corporation and such an arrangement 
among its stockholders is not in restraint of trade. It is a private 
corporation not impressed with the public use. It has not 
restrained trade, but has added 25 to 50 per cent to the business 
of every merchant in the town. The business of a competitor 
may have been injured but a competitor is the middleman, not the 
public.? 

Thus the attacks made upon the legality of the penalty clause 
proved to be groundless and of no avail as a means of destroying 
the movement. On the other hand, they seemed rather to 
strengthen the faith of the farmers in the clause and in the move- 
ment. 

Another line of attack upon the penalty clause, made by the 
associated grain-dealers, was to assume an appearance of favoring 
the farmers’ elevators which were organized without such a clause. 
The following letters of the Secretary of the Iowa Grain Dealers’ 
Association show a decided change in attitude within a period of 


less than two years: 
Des Mornes, Iowa 
August 15, 1904 
Eschenberg & Dalton 

Chicago, Ill. 

GENTLEMEN: I wish to advise you that the Manly Grain Company of 
Manly, Iowa, and the Farmers’ Co-operative Society of Dougherty, Iowa, 
are not recognized as dealers by this association. 

It was openly stated in a meeting of grain-dealers recently held at Mason 
City, that you were receiving this business. If it is not true I would be glad 


* American Co-operative Journal, VII, 342. 2 Ibid. 
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to have you write me a letter to that effect and I will place a copy of that 
letter in the hands of every dealer that attended that meeting, in order that 
there may be no misunderstanding in regard to the matter that will be to your 


detriment. 
Awaiting your reply, I am 
Yours truly, 
Georce A. WELLS, Secretary 


The following is a circular issued June 7, 1906: 


To Bidders and Receivers: 

I give below a complete list of all farmers’ elevator companies in the state 
of Iowa that conduct their business on a competitive basis, or in other words, 
who are not doing business under the penalty clause plan. 

I desire to recommend these companies to the grain trade in general and 
would suggest that if you have not already done so that you write each a 
personal letter soliciting their business. I would be very glad to have you 
mention in your letter to them the fact that you are writing them on my 


recommendation. 
This list will be revised from time to time in accordance with conditions. 


The list is as follows, to-wit: 
(Then follows a list of twelve farmers’ elevator companies.] 
Respectfully, 
GrorcE A. WELLs, Secretary 


At the time the first letter was written all co-operative companies 
were under the ban, whether they were organized under the so-called 
penalty clause or not, but in spite of this the number of companies 
in Iowa had increased during the two years from 30 to 175. When 
Mr. Wells found that he could not ruin the companies having the 
penalty clause, he sought to establish friendly relations with those 
which did not have it, hoping to get others to abandon the clause, 
and also hoping that many farmers’ elevator companies could then 
be persuaded to join the Iowa Grain Dealers’ Association. It is 
of interest to note that the list in the circular letter included the 
Manly Grain Company. In 1906 its trade was to be solicited by 
commission firms because it did not have the penalty clause, 
while in 1904 no commission men were to be permitted to receive 
its shipments because of the fact that it was a farmers’ company, 
regardless of the methods of organization. 
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The following letter,‘ written to farmers’ elevator companies, 
shows a means adopted to gain the good will of these companies: 


There seems to have been a misunderstanding with reference to the atti- 
tude of the Iowa Grain Dealers’ Association toward the farmers’ elevator 
companies, and in order that this misunderstanding may be corrected and that 
the attitude of this association may be thoroughly understood by the grain 
trade, I have mailed to all terminal dealers a letter, a copy of which I inclose 
herewith, and your company is included in the list as conducting business 
on a regular competitive basis as mentioned in that letter. 

We would be glad to have you make use of this association along lines of 
its objects and purposes outlined in the above heading, whether a member 
or not. 

If you have shortages in terminal markets, claims against railroad com- 
panies, differences with terminal dealers, scales to inspect and repair, let us 
hear from you; possibly we can do you some good. 


Yours truly, 
Grorce A. WELLs, Secretary 


These efforts to win the farmers’ elevators proved to be very 
little more successful than former efforts which had been put forth. 
Through the action of the officers and manager of one farmers’ 
elevater, Mr. Wells succeeded in getting that company to join the 
Iowa Grain Dealers’ Association and pool prices and divide receipts 
on the same basis as was being done by the regular dealers. This 
incident was given wide circulation with the hope that it would 
serve to induce other farmers’ companies to take similar action. 
At one other place Mr. Wells succeeded in getting a banker, who 
had been honored by being made president of the farmers’ company, 
to introduce a resolution condemning the protection clause as 
‘unfair, unjust and un-American.” But the farmers, on the whole, 
were firmly convinced that it wou'd be to their best interests to 
have as little as possible to do with the Iowa Grain Dealers’ Asso- 
ciation. The victories gained by Mr. Wells in this manner were 
rather insignificant; but we find that similar practices were later 
adopted by the Kansas Grain Dealers’ Association, and a number 
of farmers’ elevator companies were there induced to join the 
regular dealers. 

One of the most disgraceful attacks of the regular grain-dealers 
upon farmers’ elevators was made against the Farmers’ Elevator 


t American Co-operative Journal, VI, 1684. 
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Company of Gowrie, Iowa, during the time when the boycott was 
at its height. At this time the company was able to transact its 
business only by keeping secret the names of the firms with which 
it had dealings—both the firms to which it made shipments and 
also the firms from which it received the various supplies which 
it handled. 

In the hope of learning these secrets, the grain combine per- 
suaded a young man, one Richard M. Funck, to purchase shares 
in the farmers’ company. Being then a stockholder, he at once 
demanded that the books of the company be opened for his inspec- 
tion. When this privilege was denied him, he brought suit against 
the elevator company. Appeal was made to the Supreme Court 
of Iowa, which in handing down its opinion’ declared well proved 
the existence of an organized boycott against the defendant, and 
a system of espionage over the actions of the defendant so complete 
that the latter could do business only secretly and by adopting 
a system of initials and reconsignments. The decision censures 
the plaintiff, and adds: “It is true that the plaintiff asks nothing 
in this case that is of itself illegal. But must the court aid in a 
conspiracy to its final goal simply because it travels this part of the 
way over a legal highway? We think not.” 

In spite of the various kinds of opposition which confronted it, 
the farmers’ elevator movement continued to grow and spread 
steadily into the states of Minnesota, Nebraska, Kansas, South 
Dakota, North Dakota, Wisconsin, and Indiana. As the move- 
ment has grown in a state there has arisen a demand for a state 
association. At present all the above states, with the exception 
of Wisconsin and Indiana, have state associations. As early as 
1902 the Nebraska companies organized as the Nebraska Farmers’ 
Co-operative Grain and Live Stock Association. The last states 
to form associations were North Dakota and Kansas, the former 
in 1911 and the latter in 1913. All the later organized state asso- 
ciations have taken up lines of work similar to those already 
described as being undertaken by the associations of Illinois, 
Iowa, and Nebraska. They have likewise been instrumental in 
spreading the movement and in strengthening the cause. 


* 142 Iowa 621. 
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Table III will give an idea of the spread of the movement in the 
various states." 
TABLE III 
SHOWING THE NUMBER OF FARMERS’ ELEVATORS IN DIFFERENT STATES, 1903-13 
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220 


a 



































1,694 | 1,756 





While this rapid increase in the number of farmers’ elevators 
was taking place, we find that the fortunes of the regular grain- 
dealers had met with some trying reverses. After the Iowa Grain 
Dealers’ Association had made its fruitless attacks upon the 
farmers’ elevator companies, it was reorganized and assumed the 
name Western Grain Dealers’ Association, Mr. Wells continuing 
to act as secretary. At a meeting of the association, held at 
Des Moines, July 13, 1910, there were forty-two members present. 
In his report Mr. Wells said: “It will be readily understood that 
with a membership of 500 elevators now, as compared with 800 
elevators five years ago, our income has been materially reduced, 
and in fact our deficit last year was about $600.’” In another con- 
nection Mr. Wells stated: “‘We have noticed with much concern 
that a considerable number of the country elevators are becoming 
more or less dilapidated.’’? All these things pointed to a decreased 
prosperity of the regular grain-dealers due to the rise of farmers’ 
elevators. No serious opposition could longer be offered to the 
work of the farmers. 

The attitude of the commission men in the terminal markets 
toward farmers’ elevators was also changed decidedly when the 

* The figures in the table are not in all cases strictly correct but are approximately 
so. Accurate statistics are not available. In cases where the figures for a given year 
are missing, the figures for the preceding year have been inserted. The table is com- 
piled from reports of annual meetings of state associations, as published in the American 
Co-operative Journal. 

2 American Co-operative Journal, V1, 1822. 3 Ibid. 
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movement gave promise of permanent success. It no longer 
became necessary for the farmers’ elevator to search diligently to 
find a firm willing to accept its consignments. The few com- 
mission men who had remained true to the farmers’ elevators 
during the darkest hours soon had a very prosperous business 
established with them—so prosperous, indeed, that before long 
the commission firms which had yielded to the boycotting practices 
of the regular dealers decided that they could better afford to give 
up the regular trade than that of the farmers’ elevators if it became 
a question of giving up the one or the other. Representatives 
of a large number of commission firms were to be found at every 
annual convention of a state association. These men were actively 
engaged in soliciting the trade of farmers’ elevators for their 
respective commission houses. As early as 1906 it seemed that 
the commission houses which had hitherto refused to handle the 
farmers’ grain experienced a change of heart, and were doing their 
utmost to secure the farmers’ business. In 1911 the American 
Co-operative Journal published a list of no less than twenty-seven 
commission firms in Chicago alone which were soliciting business 
from farmers’ elevators. 

Continuing the work of organization begun with the creation 
of the state associations, the managers of the elevators, upon whom 
the success of the individual companies largely depends, have joined 
hands in a central body. After various irregular meetings the 
“National Managers’ Association of Farmers’ Co-operative Com- 
panies’’ was organized regularly in 1911 at Chicago. At Minne- 
apolis in 1912 the “National Council of Farmers’ Co-operative 
Associations” was formed. This is an organization composed of 
secretaries and delegates of the state associations, and will undoubt- 
edly play a large part in extending the influence of the farmers’ 
companies in national affairs." It will also aid the state associa- 


* Men representing farmers’ elevators went to Washington and had set aside the 
resolution of Dr. Wiley relating to heating or otherwise deteriorating grain. The 
resolution provided that such grain, on reaching its destination, should be seized by 
the government and destroyed without reimbursing the shipper, who must, neverthe- 
less, pay the freight. The setting-aside of this decision would greatly help the farmers. 
Similarly men also appeared aud hindered the railroads from increasing freight rates 
one cent per hundred pounds on all grain originating in Illinois. All affairs of this 
kind will in the future be attended to by the National Council, which acts as a repre- 
sentative of the different state associations. 
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tions directly through the expert advice and assistance furnished 
by its departments of transportation, markets, legislation, and 
education. 


B. THE INDIVIDUAL FARMERS’ ELEVATOR AS A BUSINESS 
ORGANIZATION 


We have now considered the work and development of the 
farmers’ elevator movement in its broad and general aspects. The 
whole movement, however, rests upon the individual farmers’ ele- 
vator. Unless the work of such an elevator is worthy, the whole 
farmers’ elevator movement has little to commend it. It is there- 
fore proper that we, at this point, take up a consideration of the 
individual elevator and its work. 

A farmers’ elevator company is organized as a corporation and 
is usually incorporated under the laws of the state in which it hap- 
pens to be located. The customary corporation officials are elected, 
namely, a president, vice-president, secretary, treasurer, and a board 
of directors varying in number but usually consisting of from five 
to nine men. 

The capital of a company is ordinarily about $10,000. Shares 
of stock are issued and sold by the corporation. The par value of 
a share is usually $25 or $50. The number of shares which may 
be issued to one person is frequently limited so that the total 
investment of any individual shall not be more than $200-$500, 
varying in different companies. Frequently each share owned 
by a person entitles him to a vote at a meeting of the stockholders, 
but the number of votes that may be cast by any individual is 
generally limited, regardless of the number of shares he may hold. 
In other cases each stockholder is entitled to but one vote irrespec- 
tive of the number of shares in his possession. 

These provisions, limiting stockholdings and voting powers, are 
inserted into the by-laws to guard against any one person’s gaining 
control of the corporation and thus attempting to manage it for 
private gain instead of for the mutual benefit of the shareholders 
and the farmers of the community who have grain to market. 
Experience has shown that these provisions have been valuable 
safeguards. One instance has already been cited of an attempt 
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to learn the secrets of the company through securing stockholdings. 
There are also other instances in which competing line elevator 
men have made considerable purchases of stock after it has been 
issued, such purchases being beyond the control of the company. 
If there were then no limitations placed upon voting beyond the 
amount of stock-holdings it would be comparatively easy for an 
individual to gain a controlling interest, and thus prevent the 
farmers’ elevator company from carrying out its plans. Some 
companies also place restrictions upon the transfer of stock, 
requiring the consent of a majority of the board of directors in 
case a stockholder wishes to transfer his shares to another indi- 
vidual. In case the consent of the directors is not granted, pro- 
vision is made for the purchase of the stock by the company at a 
fair price. 

The holding of stock in the corporation entitles an individual 
to share in the profits. In many cases dividends are declared and 
all the profits which the company sees fit to distribute are divided 
among the stockholders strictly according to stockholdings. In 
such cases the distribution of profits is identical with that of the 
ordinary corporation. 

In a number of cases, however, attempts are made to distribute 
profits on a co-operative basis. Farmers’ elevators are organized 
for mutual benefit and not for private gain. They are also fre- 
quently called co-operative companies, and some have the word 
“co-operative” included in the legal name of the corporation. 
For these reasons it seems that attempts to distribute earnings on 
a co-operative basis would accord most nearly with the principles 
upon which a farmers’ elevator company is organized. Mr. Millard 
R. Myers, editor of the American Co-operative Journal, states that 
about 10 per cent of the companies distribute their profits on a 
co-operative basis, and accounts for the low percentage of com- 
panies doing so by the fact that very few states provide for the 
incorporation of companies which are to operate on a co-operative 
basis. Recently, however, additional states have made provisions 
for this type of organization. Nebraska and Wisconsin have had 
such laws for some time and the legislature of South Dakota passed 
a “co-operative law” in 1913. 
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In case a company operates as a co-operative concern a definite 
return is granted to each sharehoider. This is not intended to be 
a dividend, but merely interest on the capital invested. The rate 
of return thus allowed will be governed by the prevailing interest 
rate in the community, ranging from 7 to 8 per cent in Illinois and 
Iowa up to as high as 12 per cent in the Northwest. 

The earnings remaining, after interest has been paid as stated 
above, are considered as profits. These are then distributed among 
the stockholders according to the amount of business each has done 
with the company. The distribution may be made according to 
the number of bushels of grain which each has sold to the elevator. 
But, since very few elevators confine their business to the purchase 
of grain, but also sell a number of commodities, in most instances 
the profits will be distributed according to the money value of the 
business which each stockholder has done with the company, both 
purchases and sales being included in determining the value of the 
business. The plan of the Rochdale weavers is thus followed. 
This method of distributing profits will bring about the greatest 
loyalty to the company and encourage each stockholder to do as 
much business as possible with it. One company using this plan 
said that as a result of it the members seemed to compete with 
each other to see which could “‘boost”’ the hardest for his company. 
It also serves to discourage the purchase of stock by those who 
make the purchase merely for the sake of an investment without 
having a direct interest in the work of the company. The elevator 
is organized for the benefit of the man who has grain to sell, and 
the control of the enterprise, so far as possible, should be placed 
in his hands. 

But profits do not constitute the goal which the farmers’ 
elevator seeks to reach in conducting its business. It is the aim 
of such a company to pay the farmer the full market value for his 
grain. However, in order to insure itself against running its busi- 
ness at a loss it must make its purchases on a margin which would 
ordinarily allow it a small profit. But this margin will be less than 
that sought by a line or a privately owned elevator. 

Another feature of the organization of a farmers’ elevator com- 
pany is the penalty clause. As this has been quite fully discussed 
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in connection with the opposition of the organized grain-dealers 
to farmers’ elevators, it will be unnecessary to go into it again at 
this point. The editor of the American Co-operative Journal 
states that 80 or go per cent of the companies have it included in 
their by-laws in one form or another, but at the present time they 
do not attempt to enforce it. The farmers have become far better 
acquainted with the methods and needs of co-operation, so a penalty 
clause is not now often needed to keep them loyal to their own 
company. 

Some doubt has also been cast upon the legality of the clause 
of late owing to the inability of a certain live stock association to 
have the clause enforced in a case’ which came before the Supreme 
Court of Iowa in 1913. It is, however, believed by many leaders 
in the movement that an elevator company need no longer depend 
upon the penalty clause since this has largely outlived its usefulness. 
In commenting upon the case referred to above, Thomas McManus 
uses the following words: 

If it is illegal and a crime, I plead guilty to the charges, as I happened 
to be one of the men at Rockwell twenty-four years ago who framed and 
incorporated that clause in our by-laws, which seemed to us the only remedy 
to save us from unscrupulous and unfair competition. I think, however, 
whether the ruling is just or otherwise, the “penalty clause” has served its 
mission, and while it saved hundreds of elevator companies from disaster and 
disruption, it is needed no more, as the farmers are becoming more and more 
educated in their loyalty and devotion to their own elevators.? 


On the other hand, there are men who believe that the penalty 
clause is still needed. It is said that even though attempts are 
not made to enforce the clause, nevertheless it serves to deter some 
men who might yield to the temptation to sell their grain to a 
competitor offering a sufficient inducement in the way of a higher 
price. Be that as it may, it cannot be denied that the penalty 
clause has a far less important influence upon the success and general 
welfare of a farmers’ elevator than it had ten years ago. 

The business affairs of farmers’ elevators have been managed 
very well. It has been their policy at all times to avoid speculation 


t Reeves v. Decorah Farmers’ Co-operative Society, 140 N.W. 844. 
2 American Co-operative Journal, VIII, 730. 
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and all unnecessary risks which have caused so many financial 
failures among grain-buyers. This cautious and conservative 
management has established the finances of these elevators on a 
sound basis and failures have occurred very rarely, and then 
only through the unfortunate selection of officers, usually of 
managers who have used the money of the farmers’ elevator 
company in private speculations. One such failure through the 
dishonesty of a manager occurred in the case of a certain Illinois 
company. But the confidence of the shareholders in farmers’ 
elevators as such was so great that the funds needed for continuing 
the work were almost immediately subscribed and the operation of 
the elevator continued. The honesty of farmers’ elevator com- 
panies in their dealings is acknowledged by commission men who 
have handled their business. Mr. Stickney, with the Chicago 
commission firm of Lowell, Hoit & Co., states that he could not 
recall that he ever lost a dollar in all his dealings with farmers’ 
elevators, while the same amount of business transacted with other 
firms would have involved a loss of $20,000 to $25,000. 


C. INCIDENTAL FUNCTIONS »f FARMERS’ ELEVATORS 


Reference has already been made to the fact that farmers’ 
elevators do not ordinarily confine their business solely to the buy- 
ing of grain. Most companies also carry in stock various com- 
modities which they offer for sale. We shall treat this phase of 
the work of farmers’ elevators under the heading of “ Incidental 
Functions,” although in the case of many companies it becomes a 
very important part of the work. 

When the farmers’ elevator entered the field of coal-handling* 
it found a very difficult task before it. The retail coal trade was 
about as thoroughly organized and monopolized as the country 
grain-buying had been. The fight which the retail coal-dealers 
instituted against the farmers’ elevators was only less severe than 
the one which had been conducted by the organized grain-dealers. 
The line of attack adopted by the coal-dealers was almost identical 
with that of the grain trade. The boycott again became the most 


According to the editor of the American Co-operative Journal about go per cent 
of the companies handle coal. 
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important instrument in the fight. The organized retail coal- 
dealers threatened to withdraw their business from any wholesale 
house which dared to fill an order for coal from any farmers’ com- 
pany. At one time they demanded* that thirty cents a ton be paid 
to their organization for all coal sold to a farmers’ company. At 
an annual convention? of the Illinois Farmers’ Grain Dealers’ 
Association, Mr. F. A. Holmes of Chicago told how attempts had 
been made to buy coal for farmers’ elevator companies from dealers 
who said they would be glad to fill the orders, but for fear of the 
boycott could not do so unless the farmers could take their entire 
output. They were afraid of the Northwestern Coal Dealers’ 
Association. When any jobber would sell coal to a dealer who was 
not regular the official paper of the association would publish the 
fact. Attempts were also made to privent jobbers from selling 
coal directly to schools, churches, and other large consumers. 

The plans of the retail coal-dealers met with the same difficulties 
that had caused the failure of the boycott instituted by the grain 
trade. Not all wholesale coal-dealers could be prevented from 
making sales to farmers’ elevators. The Harmon Coal Company 
could not be forced into submission and the Northwestern Co- 
operative Coal and Dock Company of Ashland, Wisconsin, was 
formed at this time. The farmers could not then be prevented 
from securing coal and the boycott had to be abandoned. The 
farmers’ elevators had also by this time gained a considerable 
amount of experience in dealing with matters of this kind, and, 
furthermore, had acquired considerable means with which to carry 
on the fight. They were successful in their fight and continued 
to supply coal, it has been said, at a saving of from fifty cents to 
one dollar per ton. 

A number of farmers’ elevators have also undertaken to handle 
lumber, though not nearly as many have attempted this line of 
work. Opposition has also been met with here. On the occasion 
referred to above, Mr. Holmes said, after having discussed the 
situation in the coal industry: 

* American Co-operative Journal, May, 1907, p. 98. 


? Fifth annual convention, held at Bloomington, Illinois, February 26 and 27, 
1908. 
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The lumber trade is the same. I have just returned from a conference 
with a big dealer in yellow pine lumber. I asked him if he could sell me lumber. 
He said he would have to sell me all his output or none. If farmers’ grain 
elevator companies want to handle lumber they must get together and secure 
sufficient orders to take the entire supply of some dealer. Then you will have 
no more trouble than getting coal. 

A few elevator companies have also undertaken to sell farm 
implements. Here also was found a strong organization ready to 
oppose, by foul means as well as by fair, any attempt by a farmers’ 
company to sell machinery and charge only a small margin of profit 
for its services. The Farmers’ Elevator Company of Gowrie, 
Iowa, started to handle machinery and found that its business 
was interfered with to such an extent that it became necessary to 
ask the court to issue an injunction restraining the implement 
dealers’ association from interfering with its business. The same 
boycotting methods, with which the farmers had become all too 
familiar by this time, were also adopted by the implement dealers. 
These dealers went so far as to steal tags from goods shipped to 
the farmers’ company. These tags were then used as evidence 
of irregular shipments. 

Most farmers’ elevators carry a line of brick, and also drainage 
tile in the sections where tiling is practiced. Flour and feed are 
also carried in stock by a large number of companies, and some 
also handle binder twine, salt and oils of various kinds, including 
lubricating oils, kerosene, and gasoline. 

A number of farmers’ elevator companies do not confine their 
purchases to grain, but also make purchases of live stock. In 
case they do not find a satisfactory market for the stock which they 
have to sell, the farmers will at times make use of the elevator 
company to dispose of their stock forthem. Professor Hibbard of 
the University of Wisconsin estimates that one-eighth of the 
farmers’ elevator companies in Iowa handle live stock. 


D. RESULTS OF THE FARMERS’ ELEVATOR MOVEMENT 


It has been found that the price paid for grain has almost 
invariably been higher at a given point after the establishing of 
a farmers’ elevator than it was before. This is true whether or 
not a line company has attempted to run a farmers’ company out 
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of business by outbidding it. Practically the same price will be 
paid by a farmers’ company at a point where it has no compe- 
tition as will be paid at a point where a farmers’ company has 
competition. 

In the report of the Illinois Railroad and Warehouse Com- 
mission for 1903, referred to above, in the case of D. H. Curry & 
Co. v. The Illinois Central Railroad Company we find the following" 


The evidence also shows that for many years prior to December, 1900, at 
the time the Farmers’ Grain and Coal Company began business at Mason City, 
D. H. Curry & Co. had been in business at Mason City, and that before that 
time grain sold for from two to three cents a bushel less at Mason City than 
at other markets in that vicinity, but that after the Farmers’ Grain and Coal 
Company began business their grain brought from one-half to two cents a 
bushel more ac Mason City than it did at other markets in that vicinity. 


Mr. Stickney, in testifying before the committee of the Inter- 
state Commerce Commission, said: ‘“‘I think I have been at 
every station in Iowa where they have a co-operative grain com- 
pany, and they agree that their organization has raised the price 
of grain at each station ali the way from three to six cents a bushel.” 

In the article entitled: ‘A Grain-Buyers’ Trust,”? Mr. C. H. 
Matson writes that the farmers at Solomon, Kansas, organized 
a co-operative shipping association and began business on June 15, 
1901, with a penalty clause providing a one-cent penalty. The 
syndicate had been paying 48 cents per bushel for wheat and at 
once raised the price to 55 cents to drive out the farmers’ elevator, 
which paid 52 cents. The farmers’ elevator weighed the grain 
and it was sold to the syndicate, but the farmers gave their elevator 
one cent a bushel, which paid its expenses and netted a profit. At 
the end of three weeks the syndicate had locked ifs elevator and 
gone out of business at Solomon. 

A large number of similar instances might be cited from author- 
ities, which would not be questioned, to show that the market price 
of grain at the country elevators has been considerably increased 
by establishing farmers’ elevators. It may, however, be sufficient 


* Report of the Illinois Railroad and Warehouse Commission, 1903, Pp. 24. 
2 Senate Document, No. 278, s9th Cong., 2d sess., p. 17. 
3 Review of Reviews, XXV (February, 1902), 201. 





988 JOURNAL OF POLITICAL ECONOMY 


to quote the following statement made from the office of the 
attorney-general of Nebraska:* ‘‘Taking the crop of 1905 as a 
basis, the gain to the farmers as a result of the disruption of the 
trust amounts to $2,380,868.” This is the estimated annual gain 
to the farmers of Nebraska alone. 

In all the various lines of work the farmers’ elevators have 
sought to further the interests of their respective communities. 
They have sought only small gains and these have been turned back 
again largely to the men furnishing the business. The men dealing 
with them have received the full value for the articles they have 
sold, and have also made satisfactory purchases from the com- 
panies. The total saving to the farmers from carrying on all 
this work through their own organizations becomes enormously 
large. It has been estimated that farmers’ elevators save at least 
three cents per bushel, as the margins taken by elevator men 
formerly were six to eight cents per bushel, and this will make 
not less than $9,000,000 annually saved to Illinois farmers alone. 
The saving on coal was said to amount to from fifty cents to one 
dollar per ton. Considering the few states in the central west 
where farmers’ elevators have been organized, $50,000,000 would 
be a conservative estimate of the annual savings. The saving 
of this great sum means much to the individual farmers, and 
should also go far toward increasing the general prosperity of the 
farming communities. 

The increased value of grain will also be reflected in an increase 
of land values. If the yield of an acre of land is thirty bushels, 
a fair estimate for corn and oats, the increased value of its product 
would be ninety cents annually, computed according to the low- 
est estimate by Mr. Stickney of the amount by which farmers’ 
elevators have raised the price of grain, namely, three cents. If 
this sum be capitalized at 6 per cent the amount will be fifteen 
dollars, by which the value of an acre of productive soil will have 
been increased by the establishing of farmers’ elevators. That 
this influence upon farm values has been exerted cannot be denied. 

Authorities on the subject have stated that they would not 
be surprised if after a period of twelve or fifteen years we shall 

* Quoted in American Co-operative Journal, February, 1906, p. 19. 
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find but a single elevator at each station, and that elevator owned 
by the farmers. The tendency apparently is in that direction 
at the present time. A large number of competing elevators have 
been purchased by farmers’ companies, thus leaving the whole 
field in such localities to the farmers’ elevators. This has not 
proved to be harmful to the men having grain to market since the 
farmers’ elevators would not attempt to establish a monopoly price. 
The price paid for grain by a farmers’ company is the highest 
price which it can afford to pay and competition would not serve 
to raise’ the price. The presence of a number of competing 
elevators, however, would increase the total capital invested as 
well as the running expenses, thus necessitating a larger margin 
on each 'jushel of grain purchased in order to meet these greater 
expenses. 

That there is such a tendency to decrease the total number of 
elevators with the establishing of farmers’ elevators is made evi- 
dent by the statistics given in Table IV. With an increase of 73 

TABLE IV 


SHOWING TOTAL NuMBER OF LOCAL WAREHOUSES IN OPERATION IN THE STATE OF 
MINNESOTA FOR FIveE YEARS* 








Style of Elevator: 1907 1908 1909 1910 
1,171 1,007 791 871 
Independent houses 377 430 405 363 
Farmers’ houses 168 178 205 224 


1,716 | 1,615 | 1,581 1,458 














he figures are taken from an article entitled ‘Methods of Marketing the Grain Crop,” by 
Siebel Heri Annals of the American Academy, XXXVIII (September, r911),3361. 


* The fact of operation on a co-operative plan must, however, be emphasized 
in this connection since there is a tendency for any company organized as an ordinary 
corporation to fall away in the course of a few years from the high ideals which at 
first inspired it. It has been found that, in the case of a company organized as a 
corporation, the shares tend gradually to become concentrated in the hands of a few. 
The temptation then becomes very great for these few to manage the elevator for 
their own private interests, disregarding the interests of the farmers who have grain 
to sell. In such a case there has been merely a substitution of a monopoly by a few 
local men in place of the old monopoly by line elevator companies and ultimately the 
situation might develop into something very little better than the old conditions. 
This result does not by any means necessarily follow, but it is a possible result against 
which it would be well for farmers’ elevator companies to guard themselves by organiz- 
ing on the co-operative plan. 
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farmers’ elevators in the state during this five-year period there 
was a decrease of 273 in the total number of elevators in operation. 
There is thus a tendency toward an eventual exclusive control of 
the field by farmers’ elevators. This tendency need not give rise 
to apprehension lest the farmers’ companies effect a monopoly 
quite as dangerous as the old grain combine. In the first place, 
their number, as shown by the above statistics, is tending to 
increase. And, in the second place, they are organized on a co- 
operative plan which is believed to be an effectual safeguard 
against monopoly in any form. 

Curious as it may seem, the farmers’ elevator has also in many 
communities developed important social functions. Although 
this is not an economic consideration it might not be altogether 
out of place to give it a brief mention. A custom has developed 
in many places that the local farmers’ elevator shall arrange for 
annual picnics. These picnics are in the nature of general celebra- 
tions in which sports of various kinds are provided as well as good 
musical and literary programs. Among other numbers there will 
usually be an address which will consider the farmers’ elevator 
movement, some farm problems, or political questions. Speakers 
will usually be provided by the state associations or by the American 
Co-operative Journal, which has become the official publication 
of the movement. Thus, in addition to exercising purely social 
functions, these picnics will also exert important educative 
influences. 

The success of farmers’ elevators has inspired farmers to 
co-operate and thus undertake other activities. In 1908 the 
Farmers’ Co-operative Brick and Tile Company was organized 
at Mason City, Iowa. This company was largely an outgrowth 
from the farmers’ elevator movement. The leaders in the brick 
and tile company were men with considerable experience and 
influence in the Iowa Farmers’ Grain Dealers’ Association. In 
1909, at the state convention held at Sioux City, Iowa, there was 
formed the Farmers’ Grain Dealers’ Mutual Insurance Company 
of Iowa. The object of the company is to provide safe and cheap 
insurance. Another association was formed at Sioux Falls, South 
Dakota, in 910. This was an association of co-operative lumber 
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dealers. Farmers in North Dakota and Minnesota are also in 
control of the Equity Co-operative Exchange at Minneapolis. 
Plans have also been laid for the construction of large terminal 
elevators at various grain centers, but as yet nothing definite along 
this line has been undertaken. 

Thus we find that the farmers’ elevator movement has met 
with marked success and has been an inspiration to the men 
actively engaged in it. One cannot be surprised that these men 
point to it with a feeling of considerable pride. The growth of 
the movement and its present condition are well expressed in the 
following quotation from the American Co-operative Journal: 

From fifteen elevators in Illinois and seven in Iowa in 1903 with perhaps 
a dozen others scattered over the grain belt, the co-operative elevators have 
grown until today there are nearly 1,500 of them in the states of Iowa, Illinois, 
Minnesota, Nebraska, the Dakotas, and Kansas. They own and operate ele- 
vator property worth at least $8,000,000. In Iowa they own and operate 70 
lumber yards, carrying a stock to the value of three to four thousand dollars, 
doing a lumber business annually of more than one and three-quarter millions 
of dollars. They handle more than 200,000,000 bushels of grain annually, sell 
seven hundred to eight hundred thousand tons of coal, besides doing a retail 
business in other lines of $10,000,000. They buy and sell in an open market. 
There is no discrimination against them. 

OscaR N. REFSELL 

JeEweELL, Iowa 





THE CHICAGO SUBWAY PROBLEM 


In 1907 the city of Chicago adopted the “Settlement Ordi- 
nances,” the purpose of which was to bring to an end the long and 
bitter struggle between the traction companies and the city, and 
to secure a complete rehabilitation and reconstruction of the run- 
down and inadequate street-railway system. The ordinances 
provided that the reconstruction of the properties and their 
operation should be supervised by a Board of Supervising Engi- 
neers containing a representative of the companies, a representative 
of the city, and a representative of the general public. Further- 
more, the city was to receive 55 per cent of all net receipts above a 
§ per cent return on capital invested in the properties. 

The ordinances have now been in operation seven years. The 
rehabilitation of the street railway properties has been a genuine 
one. About 560 miles of track have been built new or rebuilt. 
The trackage has been so constructed that there is little bumping 
and jolting of passengers. Hundreds of new cars, splendidly 
equipped with long platforms, commodious seats, motor-driven 
ventilators, automatic heat regulators, and other improved devices, 
have been added. Probably not in the history of the world has 
such a great sum of money been spent in the re-equipment of a 
street-railway system in a similar period of time. It is claimed by 
engineering experts that no city has seen such a remarkable trans- 
formation in the character of its street-railway properties in so 
short a time and that there is no street-railway system whose 
physical properties can compare with the Chicago system. Accord- 
ing to Bion J. Arnold, chief engineer of the Board of Supervising 
Engineers, and one of the best-known traction experts in the 
country, ‘‘the physical condition of the traction properties in 
Chicago is now at its maximum, and unquestionably is above that 
of any other city in the United States.’”* Further, many through 
routes have been installed, largely doing away with the necessity 
of downtown change of cars and double fares. 

t In Citizens’ Bulletin, Cincinnati, June 15, 1912. 

992 
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But the ordinary street-railway patron is not so much inter- 
ested in the nature of the physical equipment of a company as 
in the rapidity and the adequacy of the service offered. ‘“‘Do 
the cars make good time?” and “Can I get a seat?” These are 
the questions in which he is most concerned. Unfortunately, 
passengers in Chicago found that the new cars, as the old ones, 
were compelled to creep by inches through the downtown district 
and that on the reconstructed properties, as on the old dilapidated 
ones, thousands must cling to the strap on their ride to and from 
their daily toil. 

On March 20, 1909, the City Subway Bureau, an organization 
established to study the subway problem, reported that on Decem- 
ber 24, 1908, out of 80,600 passengers carried into the business dis- 
trict between 6 and g o’clock A.M., 20,000 had no seats, and of the 
105,000 passengers carried out of the downtown district between 
4:30 and 7:30 o’clock P.M., 30,000 had no seats. On a normal 
Saturday in June, 1909, the Subway Bureau reported that the 
number of passengers compelled to ride without seats was 88,490. 

The public was patient in awaiting an improved service, trusting 
that the physical reconstruction of the properties, which com- 
menced immediately after the ordinances of 1907 were adopted, 
would bring the needed relief. But during 1909-10 public indig- 
nation because of the overcrowding, which still existed, became 
pronounced. It was charged that in cars bound for the outlying 
districts, not only all the seats, but all the straps and standing-room 
were taken before the cars left the downtown districts. Dis- 
satisfaction was especially marked regarding over-crowding on 
State Street, Madison Street, and other of the more important 
thoroughfares. The complaints of slow service in the downtown 
section were substantiated by the report of the Board of Super- 
vising Engineers for 1911 which, in a study of inner city congestion, 
pointed out that on each trip through the “loop,” or downtown, 
district, cars lost from 5 to 10 minutes. 

What is the explanation for this persistence of overcrowding ? 
One explanation must be found in the inadequate facilities pro- 
vided by the companies in som sections of the city. There has 
been a great increase in traffic since 1907, and in some portions of the 
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city the companies have failed to provide proper cars and facilities 
for this increased business. The most important explanation, 
however, is to be found in the fact that the downtown tracks are 
being used to their utmost capacity. The simple fact is that the 
present downtown trackage could not accommodate more cars, 
and there is no room for additional trackage. The Board of 
Supervising Engineers in its annual report for 1911, in discussing 
the serious loss of time by each car traversing the downtown district, 
said, ‘‘for this there is no remedy except relief of surface lines by 
improved elevated and subway facilities, and also relief of the 
streets from car interference as soon as possible.” Again, in dis- 
cussing the additional cars needed to care for the traffic, in 1913, 
the Board said, “‘It is idle to consider the addition of all this 
equipment to the present tracks in the center of the loop 

The surface tracks have neither the required capacity nor freedom 
from traffic obstruction.”” Overcrowding and delays on the routes 
which cross the downtown section are largely due to the lack of 
additional track capacity and to the choked thoroughfares of the 
city. 

It was recognized shortly after the rehabilitation of the surface 
lines began that, while important improvements in service and 
equipment might be made, a really satisfactory system could not 
be obtained without additional means of transit, which would not 
be blockaded by downtown street traffic and which would have a 
speed sufficient to give a large carrying capacity to the trackage. 
There appeared to be but two methods of transportation which 
would meet these requirements, i.e., elevated railroads and subways. 
Elevated railroads to solve the problem were out of the question. 
The city already possessed four systems of elevated railroads, in 
addition to the elevated loop, which encircled the heart of the 
business district. Against these roads there had been for years a 
constant protest, and particularly against the noisy and darkening 
loop, on which there was an incessant rumbling, banging, and 
roaring produced by its constant stream of trains. The trackage 
of these roads, with its large stations and long platforms, occupies 
the whole width of some downtown streets, materially darkening 
important sections of the city. Great pillars and supports, set in 
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the streets, are a hindrance to traffic and a cause of congestion. 
The opposition to these roads was so strong that for some time 
there had been a vigorous effort made by property owners and 
tenants along the route of the loop to have the entire loop structure 
torn down. With such a state of public feeling, additional elevated 
roads were not to be thought of. A subway appeared to be the 
only alternative, and since 1908 the local administrations have 
been endeavoring to inaugurate such a project. 

Apparently the first official action regarding the construction of 
a subway was taken on October 26, 1908, when the City Council 
appropriated from the “traction fund” $50,000 for the prepara- 
tion of comprehensive subway plans' by a “Subway Bureau.” In 
June, 1909, the Subway Bureau issued comprehensive plans for the 
systematic development of a future subway system which should 
not only exist in the loop district, but which should ramify there- 
from into all parts of the city. It was estimated that such a subway 
would cost from $100,000,000 to $112,000,000. No action was 
taken upon these plans, although the newspapers were constantly 
demanding subway legislation. 

On May 22, 1911, the Local Transportation Committee of the 
City Council began a series of public hearings, at which various 
plans for subways were discussed. Seven different sets of plans 
were submitted at these hearings, some by city officials and some 
by private individuals or corporations desiring to construct or 
operate subways. No action was taken by the Council on any of 
the plans or recommendations submitted, and, apparently desirous 
of considering more plans or of delaying action, the Council, on 
July 15, 1912, adopted a resolution instructing the Subway Com- 
mission, which it had previously created, to prepare and submit 
plans for a comprehensive underground transportation system, 
“which shall extend into the outlying districts, and which shall be 
designed to remedy the existing traction evils of the city of Chicago.” 
On September 10, 1912, the Subway Commission submitted such 
plans, indorsed by the subcommittee of the Local Transporta- 
tion Committee of the City Council. These plans provided for a 
56-mile subway, with 131 miles of track, at an estimated cost of 

* Council Proceedings, 1908-1909, p. 1633. 
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$30,000,000. The subway was to be operated entirely independ- 
ently of existing transportation lines. The routes recommended 
were held to “offer the simplest and most direct method of furnish- 
ing adequate transportation facilities on the lines of established 
travel.” 

During the consideration of the subway project by the City 
Council, a vigorous opposition to a municipal subway developed. 
This opposition came from two sources: from the street railway 
and elevated railroads, who foresaw an independent municipal 
subway as a competitor, and from the merchants and dealers in the 
outlying districts, who feared a subway would increase the business 
of the downtown merchants at their expense. The first effort of 
the local transportation interests to prevent a subway which they 
did not control was a joint effort of the elevated and surface roads. 
On February 13, 1913, the elevated and surface companies pre- 
sented to the city a proposal which made important service 
concessions to the public, and gave the companies the privilege 
of building and operating the subway. Among the most important 
of the inducements held forth to the city were the consolidation of 
all the companies, with a five-cent fare and free transfers between 
all lines, surface, elevated, and the proposed subway. This was a 
concession of the utmost importance, since the elevated lines did 
not give transfers upon each other nor upon the surface lines, and 
the surface lines did not give _-ansfers upon the elevated lines nor 
upon each other in the downtown district. The unified company 
was to build and operate a downtown subway, with additional sub- 
ways throughout the city, as traffic might warrant. It was proposed 
that the company be allowed 7 per cent returns upon the capital 
value of its properties, the remainder to be divided, 70 per cent 
to the city and 30 per cent to the company. 

Much favorable sentiment was at once aroused in favor of this 
proposal. Such a plan, if carried out, would mean a subway for 
rapid transit, with surface and elevated lines as feeders, with one 
five-cent fare good upon all. In response to public sentiment, the 
City Council opened negotiations for a merger and subway, along 
the lines proposed by the companies. During the course of these 
negotiations it appeared that the companies expected to demand a 





THE CHICAGO SUBWAY PROBLEM 997 


long term or indeterminate franchise for the new company upon the 
ground that the necessary capital for subways could not be secured 
otherwise. This proposal met bitter opposition, for Chicago, since 
the iniquitous ‘‘ Ninety-nine Year Act,” passed in 1865, has been a 
foe to long-term franchise grants. The companies insisted upon a 
franchise which should run until terminated by city purchase of 
the physical properties. Since it was evident that the purchase 
price for the consolidated properties together with the proposed 
subway would be at least $300,000,000, a sum which would probably 
be difficult for the city to raise, it was felt that the companies were 
simply endeavoring to secure a perpetual franchise. On April 30, 
1913, the City Council voted against any grant being given for 
more than twenty years, whereupon negotiations for the merger 
and private subway were dropped by the companies. 

Shortly afterward, negotiations which would prevent a subway 
as a competitor were reopened by the elevated railroad companies 
without the co-operation of the surface companies. On May 16, 
1913, the elevated companies in a letter to the Local Transportation 
Committee, indicated their willingness to make improvements in 
their service which had been long desired by the public, if the city 
would build a subway and rent it tothem. The concessions offered 
were the removal of the iron loop elevated structure, the through 
routing of elevated trains, and free transfers on the elevated lines. 
Up to this time the trains on each elevated road had operated 
simply from the outer terminus to the loop, and back again, making 
it necessary for a passenger desiring to use two of the elevated roads 
on a trip to change trains downtown and to pay a double fare. 
The proposed concessions would abolish this condition. In return 
the companies asked that the city build a downtown subway to 
take the place of the loop, in which they could operate their trains, 
and for the use of which the companies indicated their willingness to 
pay a reasonable rental. The improvements in facilities offered by 
the elevated roads made a strong appeal to the public, but no 
action on the proposal was taken by the Council. 

The effort of the transportation interests seems to have been 
simply to prevent the construction of a subway which would be 
operated as a competitor to them. But the City Council met 
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another opposition, which was against the construction of any 
subway whatever. The merchants and retail dealers in the outlying 
districts, who felt that a subway offering really rapid transit would 
seriously injure their business, had organized a movement in opposi- 
tion to the project. With more rapid transportation facilities, it 
was urged, customers would go downtown to make their purchases 
to the disadvantage of the dealers in the outlying districts, and 
the subway was consequently but a scheme of downtown merchants 
to bring business from the suburbs into the loop. Numerous asso- 
ciations and business men’s organizations in the suburban districts 
adopted resolutions condemning the plan. On October 23, 1911, 
Mayor Harrison sent out letters to fifty such organizations, endeav- 
oring to convince them that a subway would promote the best 
interests of the whole city. In his letter the Mayor said: “ Rapid 
transit in through-route subways will be beneficial to every section 
of the city. This is the history in every other city 

outlying centers cannot be built up by killing the business center, 
and in no way can you more fully develop outlying districts than 
by giving rapid transit with a single fare.” 

On July 30, 1913, Mayor Harrison, who had been a consist- 
ent advocate of subways, in an effort to hasten definite action, 
submitted to the Council two ordinances which he desired be 
submitted to a referendum vote the following April. The first 
ordinance provided for a downtown subway to replace the loop, 
to be constructed by the city and leased to the elevated lines; the 
second proposal was for the construction of a comprehensive city- 
wide subway to be built and operated by a private company upon 
terms which could insure its ultimate ownership by the city. 
The Mayor later gave his personal indorsement to the plan outlined 
in the second ordinance. 

On October 29, 1913, the Board of Supervising Engineers, the 
organization which supervises the surface lines, submitted to the 
Local Transportation Committee a report on the subway problem. 
The Board recommended the construction by the city of an initial 
subway in the downtown district, for the surface cars, in order that 
the surface cars might be freed from delays and be enabled to make 
better speed in this congested district. The cost of such a subway 





THE CHICAGO SUBWAY PROBLEM 999 


was estimated at about $18,000,000. It was apparent that con- 
struction of such a subway could be commenced by the city at once, 
since there was already in the “traction fund” $12,000,000 (money 
obtained by the division of net receipts of the surface lines between 
the city and the companies), which amount would be materially 
increased before the subway could be completed. Immediately 
Mayor Harrison dubbed this plan “the dinky subway” and took 
an unqualified stand in favor of a city-wide subway to be operated 
independently of the existing transportation companies. 

The advocates of both projects began at once a campaign for 
testing public sentiment, under the Public Policy law of Illinois. 
Both proposals secured the number of names which the law requires 
for a popular vote. The proposal for the comprehensive subway 
read as follows: ‘‘Shall the city of Chicago proceed to the con- 
struction of a comprehensive system of through-route, rapid-transit 
subways, between 79th Street and Lawrence Avenue and Cicero 
Avenue, to be built under streets in said territory, with a universal 
five-cent fare and upon such terms as will insure municipal owner- 
ship of the entire subway system within a period of approximately 
thirty years, out of the earnings of the subway?” The proposal 
for an initial subway in the downtown district to be leased to the 
surface lines was as follows: ‘Shall the city of Chicago construct 
an initial system of municipally owned passenger subways in the 
city of Chicago, and use its traction fund for that purpose to the 
extent that the same shall be sufficient, such system of subways to 
be extended from time to time, as traffic conditions may require, 
and when constructed, the use thereof, to the extent specified in the 
following named ordinance, to be leased on a fair basis to the surface 
street railway companies of Chicago to February 1, 1927, and to be 
operated by them in connection with the unified operation of their 
systems, for a single five-cent fare with universal transfers, all 
pursuant to the terms and provisions of an ordinance passed by 
the City Council of the city of Chicago, prior to April 7, 1914. 
entitled ‘An Ordinance for the construction by the city of Chicago 
of a system of subways for passenger transportation in the city of 
Chicago and for leasing of said subway to the surface street rail- 
way companies ?’”’ 
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The proposal for the initial subway was so drawn as to call for 
the passage of an ordinance by the City Council before April 7, 
1914, which would provide in detail for the construction of the 
subway and the terms of lease to the surface companies. It had 
been presumed that the Council would be able to pass such an 
ordinance in ample time before the election of April 7, so that the 
voters might know the terms upon which it was proposed to build 
and to lease the subway. Early in the negotiations disagreement 
arose as to what would constitute a proper rental. The Subway 
Subcommittee of the Local Transportation Committee offered 
two propositions to the surface lines. One provided that the com- 
panies (the Chicago City Railway Company, and the Chicago 
Railways Company) should pay a rental of 5 per cent on the cost 
of the subways, and the other provided that they pay as rental 
all that would be saved by operating the surface cars in the subway 
and submit to having their profits limited to a fixed percentage. 
Both proposals the companies rejected, making an offer, on 
February 20, to pay to the city as rental an amount equivalent 
to 1 per cent of their gross receipts. This offer was rejected by 
the subcommittee upon the advice of the Board of Supervising 
Engineers. 

Following this failure to agree upon an ordinance, the Subway 
Subcommittee, on March 9, 1914, adopted a resolution stating 
that its efforts had met defeat and that it would be unable to 
formulate a subway ordinance before the referendum vote of 
April 7. The petition for a referendum vote was for a test of 
public sentiment upon an ordinance to be “passed by the Council 
prior to April 7, 1914.” Since, however, it was now evident that 
no such ordinance would be passed by April 7, 1914, the uselessness 
of a popular vote was apparent. Therefore, on March 23, the 
Board of Election Commissioners, upon the request of the Council, 
decided to eliminate the question from the ballot. This peculiar 
chain of events brought it about that the comprehensive subway 
question was the only subway proposal to go on the ballot. This 
question, being stated in a general form and not referring to any 
particular ordinance, did not require the passage of an ordinance 
by the Council before it could be voted upon by the electors. 





THE CHICAGO SUBWAY PROBLEM IOO0I 


An active campaign was conducted to secure a favorable vote 
upon the comprehensive subway proposal. The fight in its behalf 
was led by Mayor Harrison, the Chicago Examiner, and the Chicago 
Comprehensive Subway League. Many prominent leaders in the 
Cook County Democr:.cy indorsed the project, and it was regarded 
as a measure backed by the municipal administration, although the 
campaign was not conducted strictly upon party lines. 

The comprehensive subway project met with a determined 
opposition of unexpected strength. All the daily newspapers 
with but two exceptions were outspoken opponents of the measure. 
It was contended by those opposed to favorable action on the 
subway referendum that the construction of an independent system, 
as contemplated, would undo the results already achieved toward 
securing one fare throughout the entire city, since it would introduce 
into the transportation field a new competitor, with a separate fare; 
that the proposal involved the abandonment of the twenty-year 
franchise policy so long adhered to by Chicago with all its municipal 
utilities, since the manifest purpose of the proposal was to grant a 
franchise for thirty years; that since the state law prohibited street 
railway grants for more than twenty years, if a subway were held to 
be a street railway it would be necessary to secure special legislation 
from the legislature to grant a thirty-year franchise, which might 
take several years to obtain, if possible to obtain it at all; that the 
voters should not approve any subway project which rested simply 
upon a statement of purposes to be secured and not on a specific and 
detailed ordinance; that Chicago could not support financially a 
subway estimated to cost $150,000,000; that the city could not 
build such an expensive subway as contemplated because it had 
no way of securing the necessary funds, on account of the constitu- 
tional limitation of the city debt, and that it would be impossible 
to tempt private capital to build the subway upon such terms that 
the subway would revert to the city upon expiration of the fran- 
chise. In view of all these difficulties, it was contended that the 
wise thing to do was to build an “‘initial’’ subway, that is, a down- 
town subway, through which the surface cars would run in the 
downtown district, thereby relieving congestion and increasing 
the rate of speed. This, it was urged, could be done by the city at 
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once, since it had money estimated to be sufficient for this purpose 
in its traction fund and since no additional action from the legis- 
lature would be required. Such a subway, it was contended, could 
be constructed immediately and enlarged as the city should find 
itself able. The opposition to the subway project, therefore, re- 
solved itself largely into an effort to demonstrate the advantages 
of constructing a downtown or initial subway by the city, as 
recommended by the Board of Supervising Engineers, to be leased 
to the surface lines, thus preserving the one-fare principle. The 
great advantage of this method was claimed to be that it was 
immediately feasible, whereas the comprehensive project would not 
prove to be so. Another source of strong opposition came from 
the associations of business men and retail dealers of the suburban 
and outlying districts who felt that such a city-wide rapid-transit 
system as that proposed would greatly injure their business, and 
attract customers to do their shopping downtown. Needless 
to say, the argument was not often publicly stated in this form." 
The defendants of the comprehensive subway plan regarded 
the so-called ‘‘initial subway” with derision. They maintained 
that Chicago needed genuinely rapid transit, which could not be 


obtained by simply putting the surface cars underground in the 


* Among the organizations which fought the comprehensive subway proposal, 
were the following, all of which contributed funds to the campaign against it, according 
to the statement of Mr. Tomaz F. Deuther, made on April 4, 1914, on behalf of the 
Citizens’ Anti-Subway Committee. It will be noted that most of these organizations 
represent those interested in business outside of the downtown district. 

The Cook County Real Estate Board 

The Northwest Side Commercial Association 

The Madison Street Business Men 

The Blue Island Avenue Business Men 

The West Side Commercial League 

The South End Business Men’s Association 

The Retail Merchants’ Association 

The East Side Improvement Association 

The Tenth Ward Taxpayers Association 

The North Avenue Business Men’s Association 

The United Grocers and Butchers’ Association 

The North Clark Street Business Men’s Association 

The Chicago Retail Hardware Association 

The Lake View Business Men’s Association 

The South Side Business Men’s Association 
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downtown and congested districts; that provision should be made 
for rapid transportation to and from the outlying sections; that 
such a subway would open up many new areas for home-building; 
that although impossible to limit the franchise to twenty years 
because of the difficulty of securing such a large amount of capital, 
ample private capital would be forthcoming for the enterprise upon 
terms which would provide for absolute municipal ownership at 
the expiration of a thirty-year franchise. In reply to the criticism 
that the comprehensive subway would mean a transportation 
agency charging a separate fare it was maintained that an inde- 
pendent competitor was desirable, in order to induce the existing 
agencies to give proper service and fair treatment to the public. 
Instead of injuring business in the outlying districts, it was main- 
tained that such a subway would greatly encourage such business, 
because of the incentive which it would give to the development 
of suburban residential districts. 

On April 7, 1914, the comprehensive subway proposal was 
defeated by a vote of 272,401 to 118,010. But this vote does not 
conclusively indicate that Chicago citizens do not want a city-wide 
system of subways. Many who voted against this proposal did so 
because they wanted subway construction to begin as soon as pos- 
sible, and they felt that the comprehensive system contemplated 
could not be begun for many years owing to the legal and financial 
difficulties, whereas the initial subway could be commenced at 
once and enlarged later. Others who voted against the project 
favored subways but felt that a definite plan should be submitted 
in detail. Apparently, however, the two strongest considerations 
leading to the defeat of the proposition were the fact that it con- 
templated a new transportation agency not giving or accepting trans- 
fers to or from the surface lines and the elevated roads; and the 
foolish fear that a subway would build up the downtown business 
houses at the expense of business men in the outlying districts. 
It will readily be seen, therefore, that a subway proposal upon 
different terms might be approved by the electorate of Chicago. 
And that the voters will be called upon in the near future to express 
themselves upon other subway propositions is extremely likely. 
The initial subway plan recommended by the Board of Supervising 
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Engineers, and for the construction of which there is already prac- 
tically enough money in the “traction fund,” has not yet been 
voted upon by the electors, and there are other subway plans under 
discussion. While a referendum vote is not necessary before the 
Council can act, the voters of Chicago have become so accustomed 
to being consulted on all important transportation matters, that it 
is not likely they would permit the Council to take any final action 
on subway matters without demanding an expression of public 
sentiment. 

Until a subway or other new means of transportation is intro- 
duced, Chicago can expect little material improvement in trans- 
portation in or through the downtown district. A subway for the 
surface cars in the congested districts as recommended by the 
Board of Supervising Engineers would greatly improve the situa- 
tion by eliminating the delays caused by street traffic and conges- 
tion, and by greatly increasing the possible speed and therefore 
the number of cars which might be operated. The city possesses 
both the legal power and the funds with which to construct such a 
subway. A downtown subway for the elevated trains, as sug- 
gested by Mayor Harrison’s alternative plans, would serve to 
lessen the street congestion and overcrowding on the surface cars 
by diverting much traffic to the elevated roads, which would be 
enabled to handle it by increased trackage facilities, and would 
also do away with the annoying and unsightly loop. A city-owned 
subway, confined not to the downtown section, but extending to 
the outer districts, as urged by Mayor Harrison, would not only 
decrease the overcrowding upon cars by increasing the number 
of cars operated, and lessen the street congestion by placing most 
of the cars underground, but by providing genuinely rapid transit 
to the outlying districts, it would materially lessen the amount of 
time spent upon the cars by passengers, many of whom now spend 
an hour and a falf to two hours per day going and coming from 
work. But the city has no funds with which to construct such a 
municipal subway, and it is doubtful whether it could secure them. 
It is questionable whether the city possesses the power to grant a 
subway franchise for more than twenty years, and it is doubtful 
whether private capital could be secured for such a project upon a 
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twenty-year franchise. A recent proposal to inaugurate a system 
of through routes upon the steam railroads which enter the city has 
attracted considerable attention." It is urged that the downtown 
terminals of the various steam roads should be linked together by 
means of subways, and that trains “through routed” from one end 
of the city to the other be then run over the various steam roads, 
whose tracks ramify in all directions from the downtown district. 
That such a plan would provide genuinely rapid transit is evident. 
Apparently, however, it would necessitate the electrification of the 
railroads which does not appear to be an immediate possibility. 
Which of these, or other, plans will be adopted remains for the 
City Council, or the voters, to decide. But until a subway, or 
other new means of transportation is constructed, Chicago must 
expect to suffer inadequate transportation facilities. No alterna- 


tive exists. 


RatpH E. HEILMAN 
UNIVERSITY OF ILLINOIS 


* See Through Routes for Chicago's Steam Railroads, by Geo. E. Hooker, published 
by the Chicago City Club, 1914. 








NOTES 


WASHINGTON NOTES 
OPENING THE FEDERAL RESERVE BANKS 


The events of the past month in national affairs have continued to 
be almost exclusively financial in their nature and significance, the 
adjournment of Congress having ended general legislation for the time, 
while international relations have almost necessarily concerned them- 
selves in the first instance with the re-establishment of foreign trade 
and the restoration of sounder conditions of payment and exchange. 
Behind all these problems and affording the conditions upon which most 
solutions for them rested has stood the question of providing for and 
securing the opening of the new federal reserve banks. This was a sub- 
ject control over which was placed, by the terms of the Federal Reserve 
act, exclusively in the hands of the Secretary of the Treasury, inasmuch 
as that officer was given power to announce when the new banks had 
been “established” and to order the readjustment of member banks’ 
reserves upon the new footing provided by law. There was a difference 
of opinion regarding the best date for opening, but November 16 was 
finally settled upon by the Secretary of the Treasury, and there was 
general agreement that if possible the transfer of reserves to the new 
banks should be in actual cash. 

Transferring reserves.—The Secretary of the Treasury having advised 
the Federal Reserve Board that formal notice of the establishment of 
the several federal reserve banks would be given to all member banks 
on November 16, it became necessary to make arrangements at once for 
the transfer of required reserves by the member banks to their respective 
federal reserve banks on that date. In an effort to bring about this actual 
physical transfer of the first instalment in such a manner as to produce 
the least possible disturbance of business conditions in any city or sec- 
tion, the Board sought to secure transfers of reserves without the use of 
rediscount facilities. 

It was, of course, clear that if the banks in non-reserve cities should 
undertake to make the necessary deposit of reserves with their federal 
reserve bank by remitting checks or drafts on banks in reserve cities 
(which checks or drafts could be received by the federal reserve banks 
for collection only), there might result an unnecessarily heavy with- 
drawal of funds from the banks in reserve cities. In the same manner, 
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if banks in reserve cities should make remittances of checks or drafts 
on banks in central reserve cities, an unnecessary burden might be placed 
upon the latter. Hence a decision was announced that the deposits of 
reserves with federal reserve banks must be made in gold or lawful 
money, and in order that the withdrawal of funds from the vaults of 
member banks might be as nearly uniform as possible, and so dis- 
tributed as to relieve any particular section or sections of unnecessary 
burden, the Board requested all banks to ship from their own vaults 
gold or lawful money. The federal reserve banks were authorized, by 
a circular issued on October 28, to assume and pay the express charges 
involved in making such shipments and also the payments on account 
of the first instalment of capital stock due November 2. 

In view of the advantage to be derived from the deposits of gold, 
which might be used as reserve for federal reserve notes, the Board more- 
over strongly urged that deposits of reserves in the federal reserve banks 
be made, so far as practicable, in gold or gold certificates. Due notice of 
the establishment of the federal reserve banks on November 16 was sent 
each member bank by the Secretary of the Treasury, since no transfer 
of reserve could be made until such action had been taken. Member 
banks of large resources were asked to facilitate the physical work of 
counting reserve money by sending gold certificates in as large denomi- 
nations as possible or clearing-house orders calling for gold certificates 
or gold already counted by the clearing-houses. The Board therefore 
appealed to the patriotic spirit of all member banks in urging them to 
do their utmost in facilitating the work thrown upon the officers of the 
newly created reserve banks, and so to help secure for the new system 
the zreatest possible success from the beginning. 

The tabulation on p. 1008 gives the facts in regard to the size and 
capitalization of the reserve banks at the opening of the system. The 
gross reserve deposits of the system as a whole, under the instructions 
given, totaled some $250,000,000, of which much more than $150,000,000 
was paid in actual gold or its equivalent. 

Defining commercial paper.—In order to enable the new banks to 
open successfully it was necessary to determine a discount policy. The 
directors and governors of the federal reserve banks, at a conference in 
Washington on October 20 and 21, had recommended that the banks be 
opened without attempting at the outset to perform all the functions and 
duties contemplated in the act, but that they be prepared to accept 
deposits of reserves payable in lawful money, to discount bills of exchange 
and commercial paper, and to accept the deposit (after the reserve 
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payments had been made) of checks drawn by member banks on any 
federal reserve bank or member banks in the reserve and central reserve 
cities within their respective districts. The Board after reviewing the 
work of this conference outlined on November 11 the general discount 
situation as follows (Board’s Circular No. 13): 


It should be borne in mind that, although our European exports are 
showing a gratifying increase, there is still a large cash balance due to European 
countries for which gold may be demanded, and that a large quantity of 
European securities held abroad may be returned to the United States; while 
on the other hand more than $300,000,000 of emergency currency must be 
gradually retired. No one can estimate the duration of the war or predict 
what will be the financial and commercial conditions when peace shall be 
restored. Our own industrial development has been greatly facilitated by 
foreign capital, and we have been accustomed to borrow large sums annually 
in Europe and to sell American securities there, which attracted foreigners 
because of the higher rate of return as compared with European investments. 
It is probable that at the end of the war interest rates in Europe will be higher 
than they have been in the past and greater investment returns will be yielded. 
The tremendous destruction of property and waste of capital will not only 
check the flow of European savings to the Unit: i States, but may dispose 
foreign investors to return us the securities they now hold. Lower rates in 
this country would be likely to accentuate this tendency, while, on the other 
hand, higher rates and larger investment returns on our side would check it. 


The Board further prescribed the following basic principles for the 
guidance of federal reserve banks and member banks: 


a) No bill shall be admitted to rediscount by federal reserve banks the 
proceeds of which have been or are to be applied to permanent investment. 

b) Maturities of discounted bills should be well distributed. It is the 
well-established practice of European reserve banks to invest only in obligations 
maturing within a short time. It is a general rule not to purchase paper having 
more than go days to run. The maturities of these notes and bills are so well 
distributed as to enable those banks within a short time to strengthen their 
hold on the general money market by collecting at maturity or by reinvesting 
at a higher rate a very substantial proportion of their assets. 

c) Bills should be essentially self-liquidating. 

Safety requires not only that bills held by federal reserve banks should be 
of short and well-distributed maturities, but, in addition, should be of such 
character that it is reasonably certain that they can be collected when they 
mature. They ought to be essentially “‘self-liquidating” or, in other words, 
should represent in every case some distinct step or stage in the productive 
or distributive process—the progression of goods from producer to consumer. 
The more nearly these steps approach the final consumer the smaller will be 
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the amount involved in each transaction as represented by the bill, and the 
more automatically self-liquidating will be its character. 

Double-name paper drawn on a purchaser against an actual sale of goods 
affords, from the economic point of view, prima facie evidence of the character 
of the transaction from which it arose. Single-name notes, now so freely 
used in the United States, may represent the same kind of transaction as 
those bearing two names. Inasmuch, however, as the single-name paper does 
not show on its face the character of the transaction out of which it arose— 
an admitted weakness of this form of paper—it is incumbent upon each federal 
reserve bank to insist that the character of the business and the general status 
of the concerns applying for such paper should be carefully examined in order 
that the discounting bank may be certain that no such single-name paper has 
been issued for the purchases excluded by the act, such as investments of a 
permanent or speculative nature. Only careful inquiry on these points will 
render it safe and proper for a federal reserve bank to consider such paper a 
“‘self-liquidating”’ investment at maturity. 


The first rates of discount.—A final step remained to be taken by 
establishing rediscount rates, and consequently the governor of the 
Board announced on Saturday, November 14, that by action of the 
Board rates of rediscount had been established as follows: New York 
and Philadelphia, 53 per cent for bills and notes having a maturity of 
not over 30 days, and 6 per cent for paper with a longer maturity; 


Boston, Cleveland, Richmond, Chicago, and St. Louis, 6 per cent for 
all maturities; Atlanta, Minneapolis, Kansas City, Dallas, and San 
Francisco, 6 per cent for bills and notes having a maturity of not more 
than 30 days, and 6} per cent for those having a longer maturity. 

The Board took this action in accordance with the provisions of the 
Federal Reserve act which authorized it to review and determine rates 
of discount fixed by each federal reserve bank. Each of the banks was 
requested by telegraph to suggest a rate of discount for opening and all 
of these replies were tabulated. The answers showed a very decided 
degree of uniformity, and many of the rates suggested by the various 
banks were confirmed, the lowest suggested rate being 5 per cent, while 
the highest was 7 per cent. 

After full consideration of the facts in the situation, the Board 
announced that it felt under obligations to adopt a m: lerate and con- 
servative policy at the outset in view of the fact that the exact conditions 
to which the banks would be subjected in operation could not be pre- 
cisely foretold. It was felt that the adoption of rates of rediscount 
which would adequately safeguard the resources of the various insti- 
tutions would be the wisest policy at the beginning, particularly in view 





NOTES 101! 


of the conditions already set forth in the Board’s Circular No. 13. 
Under the terms of the Federal Reserve act the federal reserve banks 
have the right, with the approval of the Board, at any time to change 
the rates, and the rates thus fixed for the opening were, therefore, to be 
regarded as provisional and subject to revision. The Board at the same 
time stated that it expected to be governed entirely by experience as the 
new banks become firmly established and as they accumulate data which 
can be used for guidance in the future. 


THE COTTON LOAN FUND 


The completion of the cotton loan fund was announced on November 
17, when subscriptions for the entire $100,000,000 of Class A certificates 
originally authorized were completed. To such extent as banks in the 
southern states subscribe to Class B certificates, the $100,000,000 real- 
ized from the the Class A certificates will be available for loans on cotton 
at a valuation of six cents per pound. The full amount of subscriptions 
to Class A certificates made by banks in non-cotton states amounts to 
$97,392,000 and the success of the plan was conditioned upon the sub- 
scription of the full $100,000,000 of these certificates. In order to make 
up the deficiency of $3,000,000, private bankers in New York subscribed 
the required amount. 

The following is a list of the cities and the amounts subscribed to 
the fund: 

New York City 


$ 97,292,000 
3,000,000 


$100,292,000 
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The success of this plan was for a time in doubt, its completion being 
delayed by the opposition of textile manufacturers and local interests 
which tried to defeat it. The project is intended to be beneficial, not 
only in maintaining the price of cotton and in helping foreign exchange, 
but also in promoting the general prosperity of the country. The fund 
becomes available practically simultaneously with the reopening of the 
cotton exchanges on November 16 after a suspension of fourteen weeks. 


ADJUSTING INTERNATIONAL INDEBTEDNESS 


An episode of special interest to students of international trade and 
foreign exchange has been afforded in the visit of Sir George Paish and 
Mr. Basil B. Blackett, representing the government of Great Britain, 
at the invitation of the government of the United States, extended 
through the Treasury Department. Some weeks ago there seemed to 
be reason to believe that the United States was in danger of being largely 
drained of its gold, as a result of the suspension of foreign business and 
particularly of cotton exports. Some selling of securities has been 
steadily going on for foreign account even since the closing of the New 
York stock exchange, while the indebtedness of the past spring and 
summer, usually liquidated by the shipment of cotton and grain, was 
still awaiting payment, with English concerns relieved of the necessity 
of paying their own debts through the establishment of the so-called 
“moratorium.” Had this state of things continued for any consider- 
able period it would have been necessary for New York and other 
bankers to continue the practical suspension of gold payments they had 
already initiated, or else to see their gold slowly withdrawn to meet 
foreign obligations. One of the first evidences of nervousness was the 
placing of a huge loan, intended to relieve the city of New York of 
embarrassment with regard to its outstanding foreign indebtedness, 
this loan being taken by New York City banks at an unusually high 
rate of interest and commission. The prevailing anxiety was further 
illustrated by the invitation extended to the British delegates, as just 
described, their confessed purpose in visiting this country being that of 
arranging some means of relieving debtors in the United States from the 
necessity of paying foreign debts in gold immediately. As soon as the 
two delegates reached the United States a conference between them and 
the Federal Reserve Board and a committee of bankers from several 
cities was arranged, to secure first of all an interchange of ideas as to 
possibilities of amelioration. It is an interesting fact that, although there 
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had been little delay on the part of the British delegates in taking their 
departure from England, the conditions had already improved so much, 
prior to the conference, that the American bankers present, in not a few 
cases, were distinctly lacking in eagerness to get fresh aid; at the same 
time Sir George Paish and his associate were strong in their statements 
that there was no apparent reason to look for an exceptional or danger- 
ous drain of gold from the United States. Announcements to this effect, 
officially made, served still further to allay popular fears as to the inter- 
national exchange situation. The discussion of possible means of alle- 
viating any difficulties that might exist was referred to a special 
committee representing the bankers and the Reserve Board, but before 
any report could be presented by this committee the announcement 
came from the Treasury Department, on November 21, that the British 
government had already recalled its representatives for further conference 
and instructions. A study of recent foreign trade figures gives the real 
clue to the situation, as it shows that during the period of negotiation 
the international balance of the United States has almost reversed itself. 
Large orders for war material, food, grain, and other staples, together 
with some revival of foreign business in cotton, have effectually turned 
the tide. Instead of a debt of some $200,000,000 on current account— 
the estimated extent of American liabilities at the time of the arrival 
of the British representatives—it is now likely that, taking the goods 
already shipped together with the orders lately placed and in process 
of manufacture, there is a small net balance in favor of the United 
States. This outcome has been aided by the almost total suspension 
of American tourist travel abroad and the curtailment of importations 
from the warring countries into the United States. Thus ends one more 
effort to modify, by government agreement or interference of some 
variety, the general course of international business. The real problem 
in the relations between the United States and Great Britain, as well 
as between the United States and other countries, of course still remains 
open and will not be relieved by any amount of negotiation. The under- 
lying question is: To what extent will these countries call upon the 
United States for assistance in the repurchase of American securities 
by offering such securities at prices so favorable that investors in this 
country will be inevitably attracted by them and will buy them, there- 
by necessitating the exportation of a corresponding amount of fluid 
capital in payment? The question is one that can be answered only 
after more experience and after further demonstration of the effects of 
the war. 
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OBSCURING THE TARIFF ISSUE 


Meantime, it is a distinctly interesting situation in international 
trade that has already resulted from the European war. For all prac- 
tical purposes the condition is that which would be produced by a pro- 
hibitive tariff. There is gradually developing some restoration of a 
normal state of things, inasmuch as importations are slowly increasing, 
but the stimulus given to exportation by war necessities abroad, and by 
the new opportunities in various fields of export trade formerly occu- 
pied by foreigners, has resulted in the always-desired “favorable balance 
of trade.” In practice, this “favorable balance’’ will result merely in 
enabling the United States to buy back again at low prices some of the 
securities which have been sold to Europeans in past years, and to pay 
for them at substantially our own rates with goods currently manu- 
factured. From the standpoint of tariff legislation, however, the out- 
come is regrettable. Not enough time had been given prior to the end 
of July, 1914, when the war broke out, to afford any real test of the 
working of the Underwood tariff of 1913, either as a revenue-producer 
or as a “protective” measure. It seems hardly likely at the present 
moment that there will be an end to the war in time to permit a further 
test, free of exceptionally troubled conditions, prior to the date of the 
next elections. Thus the tariff discussion is again obscured, and a 
rational conclusion with respect to it is rendered almost out of the ques- 
tion. The outcome at the polls on November 3 is currently attributed 
to dissatisfaction with the tariff and its effects, and was no doubt in 
part the result of unemployment and consequent restlessness on the 
part of the wage-earning classes of the community. Efforts to amend 
the tariff are already being planned, so that it would seem that another 
period of discussion of that subject is about to open. This prospect is 
the more disappointing because it comes at a time when it had been 
reasonably expected that there would be full and ample opportunity, 
such as had never before been furnished, for a thorough test of the real 
tariff situation, with data adequate to indicate the true influence of lower 
duties. To those who protest that the current experience is no test of 
the working of the new duties under the act of 1913 it is being plausibly 
answered that the war in Europe is equivalent to the restoration of 
protection, and that in consequence no sound inferences can be drawn. 
Thus, much of what was gained by the tariff debate of eighteen months 
ago bids fair to be almost completely lost. 
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The Old World in the New. By Epwarp AtswortH Ross. New 
York: Century Co., 1914. 8vo, pp. 327. $2.40. 

The large public which knows Professor Ross’s work has learned 
to expect at least three things in each new product of his pen—keen 
observation, skilful generalization, and forceful statement. In this 
respect the present volume is no disappointment. From a general sur- 
vey of the field and from the chief sources of information on the subject 
the author has collected the main facts of immigration to this country 
into a book that is compact, thought-provoking, and very readable. 

Professor Ross first considers the make-up of the original elements 
of the population of the colonies, showing to what extent they were, to 
begin with, chosen groups, and how the selective forces of frontier life 
tended to add numerical strength to the fitter elements. He next 
takes up in detail the various ethnic groups, giving the salient facts in 
reference to volume, distribution, etc., and summarizing in a concise and 
seemingly accurate and impartial manner the outstanding characteristics 
of each race. Celtic Irish, Germans, Scandinavians, Italians, Slavs, and 
East European Hebrews are considered in turn, and the lesser immigrant 
groups are gathered together in a single chapter. As a result of this 
examination the author concludes that the “new immigration,” par- 
ticularly the Slavs and South Italians, offers much less hopeful material 
for American citizenship than the old. The Hebrews manifest a diver- 
sity of traits, some admirable, and some of dubious value. 

The author next passes to a general consideration of the economic, 
social, political, and racial effects of immigration upon America and the 
American people. He shows how the conditions of modern life have 
made immigration much more of a menace than it was fifty or one 
hundred years ago. The motive of the immigrant is now almost wholly 
economic, and the demand for immigrants arises from a class which is 
interested in securing the greatest amount of cheap and easily exploitable 
labor. The resulting effects upon the standard of living of the wage- 
earner in this country are deplorable. The introduction of vast numbers 
of the backward races of Europe is establishing Mediaeval and feudalistic 
ideas and practices into the United States, as is illustrated by the position 
and treatment of woman. The great preponderance of males in the 
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immigrant stream brings many serious evils in its train. In politics, 
the ignorant and credulous foreigner, needing help, and thinking that he 
needs protection, furnishes just the sort of material that the ward boss 
needs for his operations. The effect upon the American physical type 
of the grade of humanity which makes up a large part of the present 
immigration current must of necessity be undesirable. 

The general conclusions of the author are very decidedly of the sort 
usually styled “restrictionist.” The distinctive features which they 
present are a fearless dogmatism of statement, and a long look into the 
future. Professor Ross has his eye, not upon the welfare of this genera- 
tion or the next, but upon the long vista of generations which are to 
follow. Perhaps no sentence in the book is more typical than the 
following: ‘Not until the twenty-first century will the philosophic his- 
torian be able to declare with scientific certitude that the cause of the 
mysterious decline that came upon the American people early in the 
twentieth century was the deterioration of popular intelligence by the 
admission of great numbers of backward immigrants.” 

In summing up the value and special contribution of this book it 
may be said that it lies not so much in any new facts brought to light, 
or any new arguments adduced or conclusions reached, as in its out- 
spoken and impressive emphasis on certain important aspects of the 
situation which are all too frequently neglected, or handled with diffi- 


dence, by writers on the subject. 


HENRY Pratt FAIRCHILD 
Yate UNIVERSITY 


A Financial History of California. By WitttAM C. FANKHAUSER. 
Berkeley: The University of California Press, 1913. ‘Royal 
8vo, pp. 311. $2.50. 

This monograph is No. 2 of Vol. III of the University of California 
Publications in Economics. The author states in his preface that it has 
been his aim to provide those who desire to inform themselves of the 
financial history of the state with a systematic arrangement of fiscal 
facts gleaned from statutes, governors’ messages, comptrollers’ reports, 
and similar public documents. His treatment of the subject is, there- 
fore, chiefly narrative and descriptive rather than analytical and critical. 

The fiscal history of the state from the Spanish occupation to the 
present time (1912) is divided roughly into epochs or periods, whose 
limits are indicated by marked changes in the revenue policy of the 
state. In each period the author traces the general development of 
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public expenditures, revenues, state and local debts, and financial 
administration. Statutes and other official documents are relied on 
almost exclusively to supply material for this treatment. Little attempt 
is made to utilize newspaper comment and other unofficial sources to 
reveal public opinion and to discover political or economic causes for 
new legislation or for changes in public policy. In addition to the 
general narrative the discussion of certain periods contains detailed 
consideration of some of the more important fiscal problems that 
engrossed official attention during those periods. Thus, during the 
years 1872 to 1880, interest centered in the constitutional convention 
of 1878-79 and its attempts to free the legislature from restrictions that 
prevented it from passing effective tax laws; from 1880 to 1895 taxation 
of railroads was of chief concern; and the period 1895 to 1912 is signifi- 
cant because of the breakdown of the general property tax and the 
introduction of separation of sources as a remedy for existing evils. 

The account of California’s experience with the general property 
tax reveals the same difficulties that have been encountered in other 
communities employing that primitive method of raising revenue. 
Introduced and established for the express purpose of bringing about 
absolute universality and uriformity, this tax soon became grossly 
inequitable. As interpreted by the courts it served to provide certain 
corporations and the owners of intangible property with a convenient 
means of escaping their just share of the tax burden. The solution of 
this difficulty and of several others that accompanied the general prop- 
erty tax was found by the commission on revenue and taxation (1906) 
to be classification and separation of sources. Recent legislative enact- 
ments, following in the main the recommendations of the commission, 
provide that public service corporations and insurance companies shall 
be taxed on their gross receipts; and all corporations, with minor 
exceptions, are required to pay certain fees and license taxes to the state. 
The state seeks to derive practically all its revenue from these corpora- 
tion and business taxes, leaving the general property tax to counties 
and municipalities. The author seems to approve of these reforms 
(p. 368); but, either because he deems it not within the scope of this 
study, or because sufficient time has not been given to test the new 
arrangements, he enters into no investigation to support his conclusion. 

A chapter dealing with state expenditures from 1850 to 1gr90 con- 
cludes the book. Before 1888 the increase of expenditures was not very 
marked. The growth of the state budget from $348,000 in 1850 to 
$6,599,000 in 1888 is not more than the increase in population should 
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lead us to expect. From the latter date to 1910 total expenditure has 
risen to $18,754,000, a circumstance that must largely be attributed to 
an extension of the scope of state activity. Chief among the causes of 
growth is the development of the educational policy of the state. In 
1910 the state expended $6,800,000 upon state institutions and in sub- 
sidies to local schools. Another potent cause of increase is provision 
for dependents and defectives. This service costs the state more than 
$2,850,000 annually. Outlays for prisons and other reformative purposes 
total $1,245,000. California has been able to meet these tremendous 
increases without apparent difficulty, a fact that gives some indication 
of the growing wealth of her people. Concerning the more fundamental 
underlying causes of increasing expenditure the author has nothing to 
say; nor does he attempt to determine the economic expediency of 
these increases. 

It is this omission of inquiry into underlying causes and an avoid- 
ance of nearly all interpretation of facts that constitute the principal 
defects of the study. In many places the reader will turn eagerly from a 
careful and lucid statement of the provisions of a new tax law to sub- 
sequent pages for a statement of how the scheme worked in practice; but 
in a majority of instances, unless official documents supply a convenient 
summary, such information is lacking. Another defect in the general 
plan of the book, in the reviewer’s opinion, is the absence of systematic 
relation of the revenue and expenditure policies of the state. Expendi- 
tures are treated as a thing apart, or as having little to do with changes 
in the revenue policy of the state. Here again the reader will discern 
the lack of carefully worked-out interpretation. These defects should 
not, however, be permitted to detract from the really excellent features 
of the work. For, on the whole, it is a clear, well-arranged statement 
of the principal facts in the fiscal history of a commonwealth that has 
made important improvements in the methods of taxing corporations 
and in the administration of the general property tax. The study may, 
therefore, be read with profit by all who are interested in state financial 


systems. FREDERIC B. GARVER 
LELAND STANFORD JUNIOR UNIVERSITY 


Unpopular Government in the United States. By ALBERT M. KALES. 
Chicago: The University of Chicago Press, 1914. 8vo, 
pp. 263. $1.50 net. 

The first part of Mr. Kales’s book is devoted to the rise of the 

‘politocrats.” It presents in less than a hundred pages a keen and 
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incisive analysis of the forces which have tended to weaken popular 
government. The complexity of government, with its principle of 
separation of powers and its checks and balances, is discussed. The 
overburdening of the voter is properly indicated as one of the most 
important causes of the rise of the political boss. “The elector, by 
being required to vote too much, has been compelled to surrender to a 
large extent his right to vote at all and to permit others to cast his 
ballot as they see fit. Formerly people were disfranchised when they 
were given no opportunity to vote. Today they are being disfran- 
chised by being required to vote too much” (p. 25). ‘The burden upon 
the voter is such that the vote of the most intelligent man is made quite 
as politically ignorant as that of the least intelligent” (p. 40). The 
analysis of the present situation is good, and the first part of Mr. Kales’s 
book presents the clearest and most convincing argument now available 
for the short ballot. He very properly says that the great number of 
unimportant offices to be filled obscures and makes ineffective popular 
control over the really important offices, which wouid if they stood alone 
be subject effectively to such control. 

After a careful analysis of the present situation, the author reviews 
the efforts which have been made to meet the conditions created by the 
voter’s ignorance. As he says, if the voter has too much to do the remedy 
has largely been sought through giving him more to do. With the 
existing number of elective officers, the primary, the initiative and refer- 
endum, and the recall, in Mr. Kales’s view, merely make matters worse, 
even though under other circumstances these institutions may be desir- 
able. The author does not give full credit to the reform movements of 
the past. These movements have, as he says, not been effective, but 
each new movement has temporarily bettered conditions, largely per- 
haps because it has kept the problem before the public. In addition, 
the direct primary and the initiative and referendum have given the 
people a weapon to use in time of crisis, although this advantage may be 
dearly bought if such instruments are weapons of the “politocrat”’ in 
normal times. 

After giving an analysis of previous movements, Mr. Kales outlines 
his own constructive program. Here the author is weakest. For small 
cities he proposes a commission government which should (1) concen- 
trate in one body all the powers of government, (2) have a small number 
of elective officers, and (3) be the only local government in the territory 
covered. For, larger cities he proposes a large council or commission, 
which would probably be unwieldy. For states also he proposes a 
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commission system with the concentration of governmental powers in 
a large legislative body; there is a fanciful scheme for a parliamentary 
system with a dummy executive. Having adopted the commission 
plan and the plan of wieldy voting districts, the author seems to regard 
these as somewhat sacred institutions to be applied in much the same 
manner to cities and states alike. He overlooks defects which would 
be sure to result from his schemes, and disregards the fact that for an 
important officer a voting district may properly be larger than for an 
officer of less importance. In this discussion the author tends to become 
dogmatic, although such an attitude is notably absent from the bulk of his 
work. Upon the subject of judicial organization in large cities the 
author’s proposals are clear and convincing. 

In his chapter on the second-chamber problem, Mr. Kales discusses 
acutely one of the fundamental problems of democratic government— 
the protection of property in a government controlled primarily by the 
non-propertied class. His proposals are not satisfactory, and he ignores 
the protection of property from state action by the United States 
Supreme Court. 

Mr. Kales writes vigorously and convincingly, and with a realization 
that there is no panacea for all our political ills. His book was meant 
to be read as a whole, and it deserves to be so read, but the omission of 


an index is not altogether excusable. 
W. F. Dopp 


UNIVERSITY OF ILLINOIS 


Reconstruction of the New Colonies under Lord Milner. By 
W. Bastt Worsrotp. London: Kegan Paul, Trench, 
Triibner & Co., Ltd., 1913. 2 vols. 8vo, pp. vi+376 and 
429. $7.50 net. 

Although these volumes are in the nature of an ex parte statement 
on behalf of British imperialism in South Africa, they have much of the 
value of an original document. The author brings to his task, along 
with his bias, a trained mind and one thoroughly conversant with the 
South African situation. Added to this he has had access to the “very 
complete collection’”’ of papers in Lord Milner’s possession. In a pre- 
ceding volume he has dealt with Lord Milner’s administration up to 
and until the close of the war. In this work he essays the happier task 
of tracing the measures taken to restore the country to the condition of 
prosperity it enjoyed before this pro-consul descended upon it with a 
policy of sword and fire. Although the Conservative débacle in England 
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has led to the ultimate overthrow of Lord Milner’s South African policies, 
the fulness with which his plans are set forth, and the vivid recital of the 
obstacles which were overcome in their execution are calculated to win 
respect for his organizing ability, even if there be no admiration for the 
spirit which dominated him. 

The two volumes cover the short period of two years, and every 
measure taken to restore the desolated country is set forth with absolute 
fulness. So faithfully is the work done that Mr. Worsfold has made all 
future historians of South Africa debtor to him. The bias which he 
exhibits in favor of Lord Milner does not show itself in a wilful mis- 
statement of facts or blinking of conditions, but in an unconscious 
opacity to the claims of personality and race. It is this defect which 
has been at once the strength and weakness of Lord Milner himself. 
The latter appears here as a strong, capable man, who moves forward 
crushing everything into conformity with carefully thought-out plans, 
but without much regard as to whose susceptibilities are injured in the 
process. Much may be read between the lines as to the unpopularity 
of his administration, though its success in reconstructing South Africa 
cannot be disputed. If a broad view be taken it undoubtedly hastened 
the coming of the South African confederation for it laid a strong basis 
of order on which the latter was able to build. 

But to the general reader quite the most interesting feature of the 
study lies in the powerful searchlight Mr. Worsfold throws upon the 
condition of a country after war, and the elaborate means which must 
be employed to put it on its feet again. All unwittingly he has made 
a contribution to a field in economics rather poorly explored, a phase of 
the economics of war. The reinstatement of the Boer population alone 
cost £16,000,co0o, and added to the difficulties that this movement 
entailed were further difficulties arising out of the dislocation of labor 
supplies and the complete depreciation of all kinds of capital goods. 
Whatever one may think of Lord Milner’s central aim and attitude, one 
must admire the courage with which he grappled with his task and the 
vigor with which he surmounted unexpected obstacles. As an example 
of the nature of the latter may be cited his experience with seed grain. 
At great expense and difficulty the repatriated Boers had been supplied 
with mealies to enable them to support themselves and get back to a 
normal condition. The season that followed, however, was one of severe 
drought, and Lord Milner not only saw his work go for nothing but was 
compelled to face the necessity of concerting arrangements to keep the 
colonists for a much longer period, as well as to repeat for another season 
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the assistance that had been previously extended. That despite these 
setbacks the colonies recovered from the war so quickly is due largely 
to Lord Milner. 

The work is valuable from three points of view: (1) as a treasury of 
information covering the years immediately following the struggle, 
(2) as an apologia for British imperialism, and (3) as a vivid presentation 


of the devastating nature of war. 
D. A. MacGrsson 
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The Profitable Wage. By E. E. SHEASGREEN. Chicago: The Standard 
Cost Finding Service Company, 1914. 8vo, pp. xxii+156. $2.00. 

This is the effort of an amateur on the wage question. It is somewhat 
immature and incomplete. The scheme advanced by the writer is one of wage 
determination on a cost-accounting basis, that is, a wage plan with the 
“cost of producing labor” as the basis of labor prices. He would have the 
workman sell his product on the market, not for what it would bring under 
competition, but according to a predetermined rate whose basis was actual 
costs plus a reasonable profit. The principle involved is similar to that of the 
minimum wage, the difference being merely one of degree. 

The idea of the “cost of producing labor,”’ the author argues, finds its 
parallel in all lines of industry today. The system of accounting is the same. 
He would include as the cost of producing labor the following items: depre- 
ciation and interest on the human machine, the rate being according to the 
hazard, and the capital investment being determined by the cost of raising 
the worker to the age of accountability; household expenses; education; 
recreation; costs of idle time, seasonal or enforced; and industrial expense, or 
those peculiar to the occupation. These items are the costs. In addition, 
following the idea of capital, would be added a profit figured at commercial 
rates. This then would give a scientific basis upon which an individual worker 
could figure his price—one which employers would be obliged to pay in order 
to obtain his services. This utopian scheme includes a provision for its 
enforcement through state activity. 

The futility of the plan is obvious. The impossibility of the standardi- 
zation of costs is the greatest obstacle to its administration, for not all laborers 
in the same industry, even, would have the same initial capital investment 
or comparable living expenses. These items would vary with environment. 
In any given industry there would be as many human capital investments with 
depreciation and interest costs as there were individual workmen. Daily 
budgets would also vary widely. The item of idle time is an illegitimate 
expense, and has no place as a cost. It is a doubtful policy to guarantee lost 
time to employees; it is both uneconomical and of questionable philanthropy. 
Furthermore the mere fact of the difference in costs of producing individual 
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units of labor would throw the workers back to a state of competition little 
removed from the present state. 

The real worth of the book is quite apart from that of the attempted con- 
tribution to the solution of the wage problem. Its chief value lies iz. the sug- 
gestions on cost-keeping for the working-man. That workmen as well as 
manufacturers and shopkeepers need an efficient system of accounts is apparent, 
and this book furnishes a working plan for the keeping of the daily and monthly 
expense accounts. 


Socialism: Promise or Menace? By Morris Hitiquit and Joun A. 
Ryan. New York: Macmillan, 1914. 12mo, pp. 270. $1.25. 


This debate, which was published in Everybody's Magazine some months 
ago, now appears in book form. Joint treatment of a subject, especially con- 
troversial treatment, frequently raises difficulties in definition; but here the 
reader will appreciate the general agreement in usage of terms. The argu- 
ments presented are, for the most part, clear-cut and logical. Some incon- 
sistencies, however, might be noted. In using the terms “just” and “‘rational”’ 
Mr. Hillquit carefully avoids the difficulty of reconciling the ethical standards 
of the individual with those of society. He is also perhaps unreasonably 
optimistic in regard to the economic welfare of society under socialism. He 
assumes that labor is the source of all value, and that under socialism the 
individual employee will be compensated according to his productivity. 
Whence, then, will come compensation for the other members of society ? 
Mr. Hillquit says that “ the manager and the inventor will have the greatest 
of all stimuli—public honor and recognition,” and that there is “no reason 
why they should not also be rewarded by special pecuniary compensation.” 
But how is sufficient compensation to be provided, when Mr. Hillquit himself 
admits that if the present-day manufacturer “should return to his employees 
the equivalent of all they produce he would soon go bankrupt” ? 

In the problem of value and wages we feel that both writers fail to realize 
the importance of the time element, and the part played in the lengthened 
processes of modern production by abstinence and waiting. The discussion on 
marriage reveals a rather arbitrary use of statistics; and Father Ryan’s views, 
on this as well as on the question of education, are perhaps somewhat colored 
by his church relations. But on the whole, the subject is skilfully treated. 
Those desiring easily to acquaint themselves with the nature of the subject 
involved will find the book one of real value. It presents in clear, simple, 
concise form the arguments for and against modern socialism, and the reader 
himself is left to decide on the merits of the case. 


The Collectivist State in the Making. By Emit Davies. New York: 
Macmillan, 1914. 12mo, pp. 267. $1.60. 
The title of this work might lead one to expect the author to be advancing 
an argument for socialism. Such, however, is not the case. By collectivism 
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is meant simply state or municipal ownership and management of commercial 
enterprises, these enterprises being generally, but not necessarily, of the nature 
of public utilities. The writer firmly maintains that the collectivist state is 
not in the least necessarily socialistic, and that “every single item of the col- 
lectivist programme finds support from hundreds of thousands of people who 
would not dream of supporting the whole socialist programme.”” The book is, 
in fact, a plain and impartial statement showing the variety and success of 
collectivist enterprises throughout the world at the present time. The view- 
point of the writer is that of the busy man of affairs, and the only argument 
offered is the evidence of facts. In arrangement the book is perhaps open to 
criticism. If the author had considered the different countries separately, 
instead of making a division for each particular phase of collectivism, much 
repetition would have been avoided, and the reader would have gained a more 
definite idea of the relative extent and importance of the movement in different 
countries. Moreover, all the facts could have been just as effectively stated 
in the order suggested. The defect mentioned, however, does not detract 
seriously from the value of the book. The information which it contains will 
be a revelation to those who have not taken pains to acquaint themselves with 
the rapid growth of the collectivist movement. One of the surprising facts is 
the success that has accompanied experiments in lines formerly thought to be 
outside of the collectivist field. It is also interesting to note to what extent 
collectivism appears even in countries generally considered to be ultra- 
conservative. While this book does not offer much that will be new to the 
economist, the average reader, especially if he be interested in social better- 
ment, or directly concerned in city or municipal organization and government, 
will find it highly suggestive. 


The Trade of the World. By James DAVENPORT WHELPLEY. New York: 
Century Co., 1913. 8vo, pp. 436. $2.00 net. 

Written before the present war had broken out, with its industrial upheaval 
and its promise of readjustment of the commerical balance of power, this book 
will stand as an extremely interesting account of the world trade on the eve 
of the great contest. The chapters of the volume appeared recently as a series 
of articles in the Century Magazine; they were therefore adapted to the general 
reading public, but they are also available to the careful student of economic 
and political problems. The material is largely first-hand, the fruit of the 
author’s world-wide travels. 

After a discussion of the way in which the “big game” is being played 
successfully, a chapter is devoted to each of the leading nations. There is a 
careful characterization of the various peoples in their economic, social, and 
political aspects and an estimate of the possibilities and probabilities of their 
future development. These facts were used as a basis for generalization in an 
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effort to predict the future status each nation might be expected to assume in 
the battle for the trade of the world. The book is not encumbered with details, 
but plunges quickly into answers for such questions as, why English capital 
goes abroad and the effect of that on England’s trade; why there is no prospect 
of war between Japan and the United States; what can be gained by com- 
mercial treaties and reciprocity; and many other questions of like import. 
If we cannot feel sure that all the conclusions are unfailing, we must concede 
that they have a setting that gives them plausibility. 

The last chapter deals with the foreign commerce of the United States. 
Here is emphasized the weakness of our diplomatic service in comparison with 
our great competitors, a weakness that must hamper, although it cannot entirely 
check, our commercial growth. It is also pointed out that to attain the 
highest success in foreign trading we “must know the land and its people before 
we can strengthen the mutual bonds of trade and friendship.” A resourceful- 
ness in expression gives its own distinction to the book. 


Die Wirtschaftsverfassung der Republik Chile. By ERNST WAGEMANN. 
Munich and Leipzig: Duncker u. Humblot, 1913. 8vo, pp. v+ 
253. M. 6. 

The economic constitution of the republic of Chile is here accurately and 
vividly described. Like so many other works dealing with similar subjects, 
it is based upon intensive study and a personal visit to Chile on the part of the 


author. To those who are well acquainted with the economic policy followed 
by the German empire, the present book will prove to be extremely valuable. 
Very few books are known to be published by American authors on the subject 
of South America. This accounts for receiving most of our information con- 
cerning the South American republics from English, German, and some French 
writers. : 

The book has four divisions, the first of which discusses the saltpeter 
industry in its various aspects, the production of gold, silver, and copper, agri- 
culture and stock raising, and industry. The second and third divisions are 
devoted to a minute account of the development of transportation and to 
money and banking. The fourth division, contains interesting chapters on the 
foreign element in Ch‘le, the character of the people, and the different social 
classes, with figures relating to marriages, births, and deaths, climatic condi- 
tions, the housing of the laboring class, and, above all, excellent material on 
the state considered from the historic point of view. In the main, this highly 
commendable book contains a detailed study of the finance of capitalism which 
makes clear, first, that a complex financial machinery is essential to the delicate 
adjustment of modern industry; second, that this machinery operated for 
private profit can often earn the highest profits by causing industrial dislocation 
and maladjustment. 
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The High Cost of Living. By Kart Kautsxy. Translated by Austm 

Lewis. Chicago: Charles H. Kerr & Co., 1914. 18mo, pp. 114+ 

14. $0.50. 

This translation of Kautsky’s study into the causes of the high cost of living 
presents a socialist’s explanation of that phenomenon, based on the concepts 
of socialist economics. It lays the increase in prices to two main factors. The 
first of these is increase in the amount of gold production, which acts as an 
increased demand for commodities, stimulating further production. This js 
to be regarded in general as a sign of prosperity, but this prosperity can be 
maintained only so long as the increase of the gold supply is as rapid as the 
industrial expansion, otherwise over-production must ensue with resulting 
stagnation and misery. Since, as the author finds, gold production in the 
known fields is falling off and no new fields are being discovered, therefore much 
stagnation and misery are impending. The second cause of high prices, accord- 
ing to the argument here set forth, lies in “the robber system of economy”’ 
that now prevails. More specifically this means, industrial combinations, a 
protective tariff policy, rise in agricultural prices (which is laid to the private 
holding of tand), and increasing armaments. The conclusion to which this 
argument leads is the socialistic dictum: “So we may confidently enter upon 
the conflict which the new era of capitalism has for us, in which no rapid addi- 
tion to gold production can longer interfere with «»e sharpening of class 
antagonisms.”’ 

The translation cannot be recommended as particularly lucid or careful. 


The Changing Order. By Grorce W. WICKERSHAM. New York: 
Putnam, 1914. 8vo, pp. v+287. $1.25. 


The addresses in this collection, prepared and delivered by Mr. Wicker- 
sham when he was Attorney-General of the United States, deal with issues 
with which he has been intimately concerned. The government suits against 
the Standard Oil Company and the American Tobacco Company, which were 
directed by Mr. Wickersham, aroused a large public interest in the problem 
of regulating industrial combinations. The arguments in regard to the mean- 
ing and applicability of the Sherman Anti-Trust Act, which were presented for 
the consideration of the Supreme Court in the leading cases, are discussed in 
one essay. The author, however, does not limit himself to the purely legal 
aspects of the principles involved in these decisions. To his mind these are 
but representative of the working of forces of a distinctly dynamic character, 
whose validity is to be tested by certain unchanging economic and political 
principles. Accordingly, in another essay, he is inclined to set his hand against 
the recent tendencies in state constitution-making to incorporate in the funda- 
mental law the present expression of the shifting popular will. He warns us 
of the dangers of political experiments. in the mass of verbiage of these new 





BOOK REVIEWS AND NOTICES 1027 


constitutions lurk the initiative and referendum and the recall of judges. 
Having these economic and political conditions within his view, Mr. Wicker- 
sham discusses in three other essays the methods of readjusting educational 
and professional standards to meet the new requirements of industrial life. 


Die Verbandsbildung in der Seeschiffahrt. By WALTER EUCKEN. 
Munich and Leipzig: Duncker u. Humblot, 1914. 8vo, pp. vii+ 
319. M. 8. 

The writer has set for himself the task of treating the problem of the 
Kartell as it exists in ocean transportation with special reference to the begin- 
ning, the organization, the politics, and the influence of the associations of 
ship lines; for in the discussion of recent years concerning pools and trusts, 
the shipping combines have not received the attention given to organizations 
in mining and manufacturing. A large part of the book is given over to a 
consideration of the attitudes of the various world-powers toward shipping 
organizations—Germany’s encouragement of them, America’s hostility, the 
antagonistic interests affecting England’s policy. The author holds with most 
students that a prohibition of the formation of these associations would be of 
little value, and that state ownership of the ship lines would be difficult because 
of economic, financial, and political obstacles. The end sought, then, is the 
prevention of pernicious policies in the shipping trusts. To secure this the 
state should encourage with subventions some competitive lines; it must 
exercise control in the rate-making, and it must enforce publicity of rates. An 
appendix offers interesting material in the shape of memorandums of agree- 
ments between certain ship companies. An over-elaboration of detail some- 
what mars the effectiveness of the best points of the study. 


The Launching of the Industrial Workers of the World. By Pavut F. 
BRISSENDEN. Berkeley: The University of California Press, 1913. 
Royal 8vo, pp. 88. $0.75. 

The opening events in the career of a much discussed organization have 
been analyzed under this title. The writer considers the movement as a 
“reaction of the more radical against the conservative capitalistic point of 
view, from which the great majority of American trade unions have proceeded.” 
To get at the meaning of this revolt he undertakes to study the group of men 
composing the new movement as to their creeds, alliances, and occupational 
interests. He analyzes the types of organization represented by the delegates 
to the constitutional convention in June 1905, the strength of the different 
factions, and the resulting constitution. The influence of leaders in shaping 
the final character of the constitution is especially stressed. What is not done 
is to give any idea of the underlying causes at work to bring this heterogeneous 
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group together into temporary harmony which yet was not without signs of 
significant opposition. The word “launching” is regarded ip a rather narrow 
sense as including only the immediate events of the earliest meetings and some 
study of the men who dominated them. 


Industrial Unrest. A Practical Solution. The Report of the Unionist 
Social Reform Committee. By J. W. Hits, W. J. AsHLey, and 
Maurice Woops. London: John Murray, 1914. Pamphlet, 
pp. 39. 6d. net. 


The Committee «n Industrial Unrest spent two years in the study pre- 
liminary to this report and it has put forth recommendations which it believes 
adapted to immediate and practical application. To secure the desired social 
ends of state control of conditions of employment, state intervention in indus- 
trial disputes, and the minimum wage, it would accept the already existing 
organization of industry in the way of conciliation and wages boards. The 
duty of the state is to further the establishment of such boards and to guar- 
antee their impartiality. Wide publicity given to their expert, impartial 
decisions, the committee believes, would force a general and willing obedience 
to their suggestions. Faith in the justice and power of an enlightened public 
opinion is the ultimate reliance of the supporters of these proposals. The 
program here offered is definite and worked out in considerable detail. It 
should afford at least a basis for scientific discussion leading to sane and needed 
action. 


The Railways of the World. By Ernest PROTHEROE. New York: 

E. P. Dutton & Co., 1914. 8vo, pp. xx+752. $2.50. 

The Railways of the World is an interesting and instructive history of rail- 
roads from the time of the invention of the wheel to the present day with its 
elaborate and complicated railway systems. The author goes into minute 
details and traces every step in the discovery and use of steam, the invention 
of the steam engine, and the development of the locomotive. He pays par- 
ticular attention to the locomotive, but in a similar though less exhaustive 
way he gives the history of other parts of the rolling stock, of construction, 
of traffic, and of operation. The various English railways are told of in detail, 
their histories, routes, description of roads and trains, and statistics of oper- 
ation. The railways of the other countries of the world are described more 
briefly. The author has made no pretense of writing an essentially scientific 
work, but the abundance of material, aided by a multitude of interesting 
illustrations and an excellent index, gives the book considerable value as a work 
of reference. 
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The Evolution of Early Christianity. By Shirley Jackson Case, 
Associate Professor of New Testament Interpretation in the 
University of Chicago. 

x-+ 386 pages, 12mo, cloth; $2.25, postage extra (weight 1 Ib. 11 oz.) 


The beginnings of the Christian movement are here studied 
from a wholly new point of view. By examining the actual 
religious situation in which the Christians of the first century 
lived, the author is able to shed fresh light on many parts of the 
New Testament. Some of the subjects discussed are Christian- 
ity’s developmental nature, the importance of environment for 
Christian origins, the early believers’ Jewish connections and the 
causes of their break with Judaism, their contact with various 
gentile religions such as emperor worship, Stoicism, and oriental 
mystery cults, and the ultimate triumph of Christianity. 


Water Reptiles of the Past and Present. By Samuel Wendell 
Williston, Professor of Paleontology in the University of 
Chicago. 


viii+252 pages, royal 8vo, cloth; $3.00, postage extra (weight 2 lbs. 8 oz.) 


Professor Williston, who is widely known as a student of ex- 
tinct reptiles and as the author of American Permian Vertebrates, 
which has now become a recognized authority, presents in this 
new volume a summary, divested as far as possible of unneces- 
sary scientific details, of our present knowledge concerning the 
reptiles of the seas, lakes, and rivers of past and present times. 
While no attempt has been made, save incidentally, to discuss 
the strictly terrestrial reptiles, twelve of the fourteen orders of 
the class recognized by the author are treated more or less fully 
—their structure, habits, geological distribution, etc. Unlike 
most of the works for the general reader treating of ‘“‘ancient 
monsters,’’ the present work is by an author who has spent many 
years in the field and laboratory in the collection and study of 
extinct reptiles, upon which he has an international reputation 
as an authority. 





The numerous illustrations, in large part from the pen or 
brush of the author himself, include not only living types and 
twenty-four restorations of extinct forms, but also many figures 
elucidating the structure and habits of the animals. 


William James and Henri Bergson. A Study in Contrasting 
Theories of Life. By Horace Meyer Kallen, of the Univer- 
sity of Wisconsin. 

xii++ 248 pages, 12mo, cloth; $1.50, postage extra (weight 1 lb. 5 oz.) 


This volume by Dr. Kallen, of the University of Wisconsin, 
is a study in philosophic contrasts. It points out how William 
James and Henri Bergson, although showing certain general 
tendencies of thought, formulate divergent, and in some respects 
antagonistic, theories of life and fate. Beginning with a novel 
critique of the philosophic tradition the book makes clear how, 
in the conceptions of method, of the nature of reality, of the 
existence and character of the gods, of the nature and destiny 
of the human soul, Bergson, with all his originality, merely con- 
tinues the tradition of transcendentalism, while James in each 
instance strikes out anew. 

This highly interesting and significant book on the relation 
between the philosophies of William James and Henri Bergson 
is the work of a man who had the privilege of being a student 
under both men, and who was chosen by the late Professor 
James to edit his unfinished work. 


The Weather and Climate of Chicago. (Bulletins of the Geo- 
graphic Society of Chicago.) By Henry J. Cox, Professor of 
Meteorology, United States Weather Bureau, and John H. 
Armington, Local Forecaster, United States Weather Bureau. 


xxvi-+ 376 pages, 8vo, cloth; $3.00, postage extra (weight 3 lbs. 1 oz.) 


Of general interest because of its character and authority, 
this book is naturally of peculiar interest to residents of Chicago 
and the Middle West. Its importance is indicated by the 
fact that it is issued under the auspices of the Geographic 
Society of Chicago, and has been prepared by two of the best 
known weather experts in the country. It includes discussions 
of a great variety of subjects, such as temperature, precipitation, 
atmospheric moisture, cloudiness and sunshine, wind direction 
and velocity, barometric pressure, and storm tracks; and among 
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the interesting appendixes to the book are one on the weather of 
holidays and another containing journal entries relative to the 
great Chicago Fire of 1871. 

The volume contains also a remarkable series of tables with 
reference to temperature, precipitation, atmospheric moisture, 
and atmospheric pressure—one hundred and forty-seven in all, 
with more than one hundred figures and plates. 


The Lincoln and Douglas Debates. (Publications of the Chicago 
Historical Society.) By Horace White. 


With 4 plates. 32 pages, 8vo, paper; 25 cents, postpaid 27 cents 


This account of the famous debates is notable because the 
writer accompanied Mr. Lincoln on his tour of Illinois and re- 
ported his speeches. Mr. White’s later experience as editor of 
the Chicago Tribune and of the New York Evening Post peculiarly 
qualifies him for setting forth adequately the character and 
effects of the debates. 


The Nation. The pamphlet would be an admirable supplement to any 
textbook in United States history. 


The Problems of Boyhood. A Course in Ethics for Boys of High- 
School Age. By Franklin Winslow Johnson, Principal of 
the University High School, University of Chicago. 


xxvi-+ 130 pages, r2mo, cloth; $1.00, postage extra (weight 1 Ib.) 


This book, prepared by the laboratory method, is the result 
of the experience of a teacher of boys in the high school, a leader of 
high-school boys in the Sunday school, and of work with boys 
of a similar age in Young Men’s Christian Association groups. 
Such topics as Keeping Clean, Habits, Gambling, Betting, 
Clean Speech, Right Thinking, Sex, Loyalty, Self-Control, and 
other themes of equal importance are discussed informally and 
in such a way as to arouse the keenest interest on the part of 
boys. This long-needed book will be useful, not only in the 
Sunday school, but in day-school and Association classes. It is 
the first book in the field to start with a recognition of the boy’s 
point of view. 











Graded Social Service for the Sunday School. By William Nor- 


man Hutchins. 


xii + 135 pages, 16mo, cloth; 75 cents, postage extra (weight 12 oz.) 


A highly suggestive discussion of the question as to what 
may be done in the Sunday school to convert its social teaching 
from theory into practice. As the outcome of a wide study of 
present activities the author presents a varied program of possi- 
bilities, from which teachers and workers may select according 
to the conditions in their own schools. 


The Sunday-School Building and Its Equipment. / y Herbert 
Francis Evans, Professor of Religious Education in Grinnell 
College. 


xvi+ 116 pages, 16mo, cloth; 75 cents, postage extra (weight 12 oz.) 


With the modern reorganization of the curriculum of the 
Sunday school there has come an urgent demand for adequate 
housing of the school; and the author in this book answers the 
question as to how buildings should be constructed for Sunday- 
school use, and how old buildings may be remodeled at a moder- 
ate expense. It is the most recent practical discussion of 
Sunday-school architecture. 


Unpopular Government in the United States. By Albert M. Kales, 
Professor of Law in Northwestern University. 


viii + 264 pages, 12mo, cloth; $1.50, postage extra (weight 1 Ib. 8 oz.) 


This volume by a prominent member of the Chicago bar is 
an especially timely book, presenting with great clearness and 
cogency some of the political needs of the country, particularly 
the necessity of the short ballot. The author defines unpopular 
government as one of centralized power which is able to main- 
tain itself in the face of popular disapproval. He then points 
out that the establishment in the United States of state and 
municipal governments, according to the plan of splitting up the 
power of government among many separate offices and requiring 
the widest and most frequent use of the elective principle, has 
cast so great a burden upon the electorate that an intelligent 
citizen is reduced to a state of political ignorance inconsistent 
with self-government. This situation has made it possible, he 
thinks, for a well-organized hierarchy to acquire the real power 
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of government and to retain it, in the face of popular disapproval, 
for selfish ends. Such leaders the author characterizes as “ polito- 
crats.” 

The first part of the volume deals with the rise of the “‘polito- 

crats’’; the second discusses various expedients for restoring the 
American ideal of democracy; while the third considers con- 
structive proposals like the commission form of government for 
smaller cities, and the application of the principles underlying 
this form to larger cities and the state, and to the selection of 
judges. 
Chicago Tribune. Albert M. Kales, Professor of Law in Northwestern 
University, has written a book which ought to be read wherever 
citizens are perplexed by the intricacies and distressed by the failures 
of government. 


Chicago and the Old Northwest, 1673-1835. By Milo Milton 
Quaife, Superintendent of the Wisconsin State Historical 
Society. 

viii + 480 pages, 8vo, cloth; $4.00, postage extra (weight 2 lbs. 14 oz.) 

This book recounts, in a manner at once scholarly and 
dramatic, the early history of Chicago. Important as this 
subject is, it is not treated solely for its own sake. The author’s 
larger purpose has been to trace the evolution of the frontier 
from savagery to civilization. From the point of view of Chicago 
and the Northwest alone the work is local in character, although 
the locality concerned embraces five great states of the Union; 
in the larger sense its interest is as broad as America, for every 
foot of America has been at some time on the frontier of 
civilization. It is believed that this book will take rank as the 
standard history of Chicago in the early days. 

The Nation. In this monograph [on the history of Fort Dearborn] we 


have one of the most careful studies in Western history that has 
ever been made. 


Masters of the Wilderness. By Charles B. Reed. (Chicago 

Historical Society, “Fort Dearborn Series.’’) 

xii-++ 144 pages, 16mo, cloth; $1.00, postage extra (weight 12 oz.) 

In reproducing these romantic episodes of our exploration 
era the author has neither exaggerated the color nor distorted 
the facts of that intensely human period. The opening essay, 
which gives its title to the volume, is a highly interesting and 
carefully wrought account of the origin and upgrowth of the 
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Hudson’s Bay Company, with a portrayal of its powerful infly- 
ence on the development of Canada. “The Beaver Club,’’ the 
second essay in the volume, is closely allied to the first, and con- 
cerns a social club of Montreal the members of which were drawn 
from the partners and factors of the Northwestern Fur Company, 
for many years a rival of the Hudson’s Bay Company. For 
forty years this club dominated the commercial, political, and 
social life of Canada. The concluding essay, ““A Dream of Em- 
pire,’ recounts with many fresh details the adventures of Tonty 
in Old Louisiana. 
The Mississippi Valley Historical Review. The style is narrative and 
picturesque, and the book as a whole is a valuable contribution to 
our western history. 


London in English Literature. By Percy Holmes Boynton, Associate 
Professor of English Literature in the University of Chicago. 


xii-+ 346 pages, 8vo, cloth; $2.00, postage extra (weight 2 lbs. 2 oz.) 


This volume differs from all other volumes on London in 
that it gives a consecutive illustrated account of London, not from 
the point of view of the antiquarian, but from that of the inquiring 
student of English literary history. 

It deals with ten consecutive periods, characterized in turn 
by the work and spirit of Chaucer, Shakespeare, Milton, Dryden, 
Addison, Johnson, Lamb, Dickens, and by the qualities of Vic- 
torian and contemporary London. The emphasis is thus dis- 
tributed over history and given largely to the richer and more 
recent literary periods. The temper of each epoch is discussed, 
and then in particular those literary works which are intimately 
related to certain localities in London. 

The work contains four maps and forty-three other illustra- 
tions, selected from the best of a great fund of material. As 
further aids to the student or the general reader, the sources of 
all material are indicated by footnotes and lists of illustrative 
reading are appended to each chapter. There are also an 
appendix with detailed references to illustrative novels, and a 
carefully compiled index. 


The Outlook (London). For the use of students of English history on its 
social side the book is of the highest possible value It has 
values far transcending that of mere utility, and we do not think we 
praise it too highly when we count it worthy to rank with the litera- 
ture it has used so adroitly. 
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Francesco Petrarca and the Revolution of Cola di Rienzo. A Study 
in the History of Rome during the Middle Ages. By Mario 
Emilio Cosenza, Instructor in Latin in the College of the City 
of New York. 


xiv + 330 pages, 12mo, cloth; $1.50, postage extra (weight 1 lb. 4 oz.) 


In these pages the author draws a picture of Petrarch as a 
statesman, believing that even if Petrarch had never written a 
sonnet in praise of Laura he would still be dear to many genera- 
tions of Italians for having been the first real Italian patriot—a 
man who was not bounded by narrow partisanship but who 
through a long and active life was wholly devoted to the cause of 
a unified Italy. Dr. Cosenza has chosen for special treatment 
Petrarch’s relations with Cola di Rienzo, because they constitute 
a story that is virtually a chapter in the history of Rome during 
the Middle Ages. The material of the present volume is drawn 
chiefly from Petrarch’s letters, from the extremely important 
correspondence of Cola di Rienzo, and from the equally important 
archives of the Roman church. Nearly all this material is new 
to the English language. The notes are detailed enough to make 
clear Petrarch’s many allusions. The book is written with the 
charm of a vital scholarship and with intimate feeling for its 
subject, and the incidents connected with the lives of the two 


great Italians who lived centuries in advance of their times have a 
remarkable variety and interest. 


Boston Evening Transcript. As we read these extracts from the letters of 
Petrarca, and the scholarly notes that accompany them, we are con- 
vinced that, whatever the opinion of the papal court, Petrarca was a 
great statesman. 


Materials for the Study of Elementary Economics. Edited by 
Leon Carroll Marshall, Chester Whitney Wright, and James 
Alfred Field, of the Department of Political Economy in the 
University of Chicago. 

xviii + 928 pages, 8vo, cloth; $2.75, postage extra (weight 3 lbs. 8 oz.) 
Special Library Edition, $4.50, postage extra (weight 3 lbs. 14 oz.) 


This volume of nearly a thousand pages is intended to supply 
to students of elementary economics a collection of readings, 
illustrating the working of economic principles in actual life. 
The material is drawn from the most various sources—books, 
magazines, newspapers, commission reports, court decisions, 
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corporation charters, government circulars, etc. The selections 
have been carefully edited, so as to eliminate unsuitable materia] 
and present the documents in the most usable form. 

The volume, which is intended to be used in connection 
with any standard text, has already been adopted by many of 
the leading institutions of the country. 


Professor Edwin R. A. Seligman, Columbia University. We count ourselves 
fortunate to have so good a book at our command. . 


A Study of Chicago’s Stockyards Community. An Investigation 
Carried on under the Direction of the Board of the Uni- 
versity of Chicago Settlement. 


I. Opportunities in School and Industry for Children of the Stockyards 
District. By Ernest L. Talbert. 


vi + 64 pages, royal 8vo, paper; 25 cents, postpaid 28 cents 
II. The American Girl in the Stockyards District. By Louise 
Montgomery. 
vi + 70 pages, royal 8vo, paper; 25 cents, postpaid 29 cents 
Wages and Family Budgets in the Chicago Stockyards District. 
With Wage Statistics from Other Industries Employing Un- 
skilled Labor. By J. C. Kennedy and Others. 
86 pages, royal 8vo, paper; 25 cents, postpaid 29 cents 
These studies of the stockyards district were undertaken to 
secure accurate and detailed information regarding the living 
and working conditions of the people in the neighborhood of the 
University of Chicago Settlement. For nineteen years this 
Settlement has been working, together with other progressive 
elements in the neighborhood, to solve the problems arising in 
an industrial community composed chiefly of recent immigrants. 
The residents of the Settlement have become an integral part of 
the community and are called upon repeatedly for advice and 
assistance, especially by immigrants unfamiliar with American 
customs, laws, and institutions. 


Social Programmes in the West. (The Barrows Lectures.) By 
Charles Richmond Henderson, Head of the Department of 
Practical Sociology in the Universiiy of Chicago. 

xxviii + 184 pages, 8vo, cloth; $1.25, postage extra (weight 1 lb. 10 oz.) 
The Barrows Lectures (1912-13) delivered with so much 
success in the Far East by Professor Henderson are included 
in this volume, which is also published in India by the Macmillan 
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Company. The subjects of the lectures are as follows: ‘“‘Founda- 
tions of Social Programmes in Economic Facts and in Social 
Ideals,’ “Public and Private Relief of Dependents and Abnor- 
mals,” “Policy of the Western World in Relation to the Anti- 
Social,” ‘‘ Public Health, Ec ucation, and Morality,” “ Movements 
to Improve the Economic and Cultural Situation of Wage- 
Earners,” and “Providing for Progress.” The author, in his 
preface, says that “the necessity of selecting elements from the 
social activities of Europe and America, which might have value 
in the Orient under widely different conditions, compelled a 
consideration of the materials from a new point of view.” The 
introduction includes, besides a syllabus of the six lectures, the 
Letter of Commission from the officers of the three great inter- 
national associations for labor legislation, asking the lecturer to 
present their aims wherever it was possible in India, China, and 
Japan. There is also included a statement by Professor E. Fuster, 
of Paris, of the aims of the international associations on social 
legislation. 

Boston Evening Transcript. The lectures will be of value to American 


readers in that they concisely place before them the social problem 
in its most fundamenta! aspects. 


Christian Faith for Men of Today. By E. Albert Cook, Professor 
of Systematic Theology in the Congregational College of 
Canada. . 


xiv + 260 pages, 12mo, cloth; $1.25, postage extra (weight 1 Ib. 8 oz.) 


This volume contains a clear and reasonable interpretation 
of life from the Christian point of view, and some definite formu- 
lation of those beliefs that have proved most effectual in the 
development of individual character and in the promotion of the 
welfare of society. Professor Cook believes that Christianity 
is the religion which best meets the needs of all races and classes. 
The convenient arrangement of the material in numbered para- 
graphs, the valuable appendices, and the general systematic 
treatment of the subject commend the book as a popular text 
for college men and women, and for adult classes and clubs as 
well as for general reading. . 
The Independent. To those desiring a systematic statement of the main 


doctrines of Christianity we can cordially recommend Dr. Ezra A. 
Cook’s Christian Faith for Men of Today. 
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The Assyrian and Babylonian Letters Belonging to the Kouyun- 
jik Collections of the British Museum. Parts XII and XIII. 
Edited by Robert Francis Harper. 

Part XII, pp. xviii-++120 plates of texts. 8vo, cloth; $6.00, postage extra (weight 1 |b. 
I2 OZ.) 

Part XIII, pp. xx +118 plates of texts. 8vo, cloth; $6.00, postage extra (weight 1 |b. 
12 02.) 

These two parts present further instalments of the texts of 
the Letter Tablets now to be found in the Kouyunjik Collec- 
tions of the British Museum. Part XII contains the texts of 
one hundred tablets; Part XIII, the texts of ninety-seven tablets, 
These two parts contain, in addition to the texts, eight collotype 
reproductions of the tablets themselves, which add much to the 
beauty and interest of the volumes. Part I was published in 
1892, and the series was about to be completed by Professor 
Harper at the time of his death in August of this year. Part 
XIV, on which he was then working, was planned to cover all the 
remaining letters of value in the collection. This volume will be 
completed with the co-operation of Professor Leroy Waterman of 
Meadville Theological Seminary, who has acted as Professor 
Harper’s assistant in this undertaking in recent years, and will be 
published early in 1915. 


The French Verb: Its Forms and Tense Uses. By William A. 
Nitze and Ernest H. Wilkins, of the Department of Romance 
Languages and Literatures, the University of Chicago. 

40 pages, 8vo, paper; 25 cents, postpaid 28 cents 
French Verb Blanks, per pad, 25 cents; postage extra (weight 14 0z.) 

This little book prepared by Professor Nitze and Professor 
Wilkins, of the Department of Romance Languages and Litera- 
tures in the University of Chicago, will be of especial interest and 
value to all students and teachers of French because of the great 
help it gives in the mastery of the French verb. It is intended 
to facilitate familiarity with the verb forms and fix them in the 
student’s memory by associating those tenses which are actually 
related in form. A method of classroom drill is suggested; the 
table and discussion of tense uses are self-explanatory; and 
the illustrative material, when quoted, is drawn from standard 
nineteenth-century writers. 

Verb blanks, for the suggested arrangement of verb forms, 
will be supplied in pads at the prices indicated above. 
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The Hildebrandslied. Translated from the Old High German into 
English Alliterative Verse by Francis A. Wood, Professor 
of Germanic Philology in the University of Chicago. 


iv +12 pages, 16mo, paper; 20 cents, postpaid 21 cents 


In this booklet Professor Wood, of the Department of 
Germanic Languages and Literatures in the University of 
Chicago, not only has given a highly interesting and scholarly 
account of the various versions of this famous song, but has also 
caught very successfully in his translation the spirit of the 
original. He has succeeded also in reproducing the effect of 
Germanic alliterative poetry, of which this poem is so remark- 
able an example. He includes in his essay a full discussion of 
the metrical form, as well as a metrical translation of a late 
Middle High German version, which will be of peculiar interest 
to all students of early Germanic literature. 


Studies in Greek Noun-Formation. Based in Part upon Material 
Collected by the Late A. W. Stratton, and Prepared under the 
Supervision of Carl D. Buck. 


Labial Terminations, III], IV. By Edgar Howard Sturtevant. 


60 pages, royal 8vo, paper; 50 cents, postpaid 53 cents 


A Manual for Writers. By John M. Manly, Head of the Depart- 
ment of English in the University of Chicago, and John A. 
Powell, of the University of Chicago Press. 

viii + 226 pages, 12mo, cloth; $1.25, postage extra (weight 1 lb. 6 oz.) 
Paper; $1.00, postage extra (weight 1 lb. 2 oz.) 

A book designed to aid authors and all others who are con- 
cerned with the writing of English. It aims to answer the 
practical questions that constantly arise in the preparation of 
manuscripts for the printer, and the correcting of proof, busi- 
ness and social letters, and any sort of composition where cor- 
rectness of form is an important element. 

Many years of experience in authorship, in editorial work, 
and in the everyday routine of a large business office have fitted 
the authors of this work to appreciate the difficulties which 
all classes of writers encounter, and to provide an authoritative 
answer to the many questions these difficulties give rise to. 

The Independent. If writers generally would study this little book, the 
editor would find half his occupation gone. 
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Elements of Debating. A Manual for Use in High Schools and 
Academies. By Leverett S. Lyon. 


x +136 pages, 12mo, cloth; $1.00, postage extra (weight 14 0z.) 


The aim of the book is to put the well-established principles 
of the art of debating within the reach of young students. It 
therefore presents the elements of public speaking so freed from 
technicality that the student may assimilate them in the shortest 
possible time and with the least possible interpretation by the 
teacher. 

The book consists of ten chapters and a number of appen- 
dices. Each chapter is preceded by an analysis of the subject 
and followed by a series of suggested exercises. The whole 
subject is treated in a direct, practical way with the greatest 
possible clearness, and with illustrations drawn from subjects 
familiar and interesting to high-school boys. It is entirely 
modern in that it lays stress on efficiency, rather than on theo- 
retical perfection. Illustrations are given from some of the most 
effective arguments ever written, and a list of suggested topics 
is added in an appendix. 

Education. An admirable manual that will be helpful to the many students 


in college and high school who wish to fit themselves for public 
speaking. 


Animal Communities in Temperate America. A Study in Animal 
Ecology. (Bulletins of the Geographic Society of Chicago.) 
By Victor Ernest Shelford, Assistant Professor of Zodlogy 
in the University of Illinois. 


xiv + 362 pages, 8vo, cloth; $3.00, postage extra (weight 2 lbs. 12 oz.) 


This volume by Dr. Shelford presents the principles of 
field ecology, illustrated by the more widely distributed animal 
habitats of the eastern half of temperate North America, and 
the aquatic habitats of a much larger territory. Six chapters 
deal with general principles. 

In several chapters animal communities of lakes, streams, 
swamps, forests, prairies, and various soils and topographic 
situations are considered from the point of view of modern 
dynamic ecology. A very valuable feature of the book is the 
three hundred figures of widely distributed animals chosen to 
represent the chief types of animal communities and their 
characteristic modes of life. 
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Bulletin of the American Geographical Society. This book is unique in that 
it is a pioneer of its sort and the first serious attempt to treat of the 
physiology of organisms and of animal communities in such shape as 
to serve as an adequate text and reference work for students.’ 


Artificial Parthenogenesis and Fertilization. By Jacques Loeb, 
Member of the Rockefeller Institute for Medical Research. 


x + 312 pages, 12mo, cloth; $2.50, postage extra (weight 2 lbs. 4 oz.) 


This new work presents the first complete treatment of the 
subject of artificial parthenogenesis in English. Professor Loeb 
published four years ago a book in German under the title Die 
chemische Entwicklungserregung des tierischen Eies. Mr. W. O. 
R. King, of the University of Leeds, England, translated the 
book into English, and the translation has been revised, en- 
larged, and brought up to date by Professor Loeb. It gives, as 
the author says in the preface, an account of the various methods 
by which unfertilized eggs can be caused to develop by physico- 
chemical means, and the conclusions which car be drawn from 
them concerning the mechanism by which the spermatozoén 
induces development. Since the problem of fertilization is in- 
timately connected with so many different problems of physi- 
ology and pathology, the bearing of the facts recorded and 
discussed in the book goes beyond the special problem indicated 
by the title. 


British Medical Journal. The author has gained a world-wide reputation 
for his achievements in artificial fertilization, and this work shows how, 
according to his observations, the action of well-known chemical and 
physical agencies may be substituted for that of the living spermato- 
zoon. 





PUBLICATIONS OF THE CHICAGO 
HISTORICAL SOCIETY 


The University of Chicago Press has become the publishing 
and distributing agent for the following books and pamphlets 
of the Chicago Historical Society: 


Masters of the Wilderness. By CHARLES B. REED. (‘Fort Dearborn 
Series.”’) 154 pages, 16mo, cloth; $1.00, postage extra (weight 12 0z.), 


COLLECTIONS 

Vol. I. History of the English Settlement in Edwards County, Illinois. 
By GeorGE FLower. Out of print. 

Vol. II. Biographical Sketch of Enoch Long, an Illinois Pioneer. By 
HARVEY REID. 134 pages, royal 8vo, cloth; $1.00, postage extra 
(weight 1 lb. 8 oz.). 

Vol. III. The Edwards Papers. Edited by E. B. WaASHBURNE. 662 
pages, royal 8vo, cloth; $3.50, postage extra (weight 4 lbs.). 

Vol. IV. Early Chicago and Illinois. Edited by Epwarp Gay Mason. 
538 pages, royal 8vo, cloth; $3.00, postage extra (weight 3 Ibs. 10 0z.). 

Vol. V. The Settlement of Illinois. By ArtHur Citnton Bosccess. 
268 pages, royal 8vo, cloth; $2.00, postage extra (weight 2 lbs. 6 oz.). 


PAMPHLETS 
Crown 8vo, paper; 27 cents each, postpaid 
The Lincoln and Douglas Debates. By Horace WHITE. 
Early Society in Southern Illinois. By Rospert W. PATTERSON. 
Eleazer Williams. By WILLIAM WARD WIGHT. 


The Chicago Common Council and the Fugitive Slave Law of 1850. By 
CHARLES W. MANN. 


Early Days of Peoria and Chicago. By Davip McCvutLioucu. 
In Memoriam: John Nelson Jewett. 


The Boundary Dispute between Illinois and Wisconsin. By WILLIAM 
RADEBAUGH. 


Some Indian Landmarks of the North Shore. By FRANK R. GROVER. 

Biographical Sketch of Hon. Joseph Duncan. By E. W. BLATCHFORD. 

Biographical Sketch of Hon. John Peter Aligeld. By Epwarp Oscoop 
BROWN. 

The Old Kaskaskia Records. By CLARENCE WALWORTH ALVORD. 

Abraham Lincoln: The Evolution of His Emancipation Policy. By Pau 


SELBY. 
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Chicago Historical Society: 1857-1907. Addresses by Ezra B. McCacc 
and FRANKLIN H. HEap. 

The Indian as a Diplomatic Factor in the History of the Old Northwest. By 
Isaac Jostrn Cox. 

Father Pierre Frangois Pinet and His Mission of the Guardian Angel of 
Chicago. By FRANK R. GROVER. 

Biographical Sketch of Gurdon Saltonstall Hubbard. By Henry E. 
HAMILTON. 

The Masters of the Wilderness. By Cuartes B. REED. 


The Preamble and Boundary Clauses of the Illinois Constitution. By 
HERMAN G. JAMES. 


FORTHCOMING BOOKS 
The University of Chicago Science Series 


This important new series will enable the investigator to 
present the results of his special researches, not only to a wider 
public, but to his scientific colleagues, in a form more attractive 
and accessible than is possible through scattered contributions 
in technical journals. 

The following volumes are alreadv in preparation: 

The Origin of the Earth. By Thomas C. Chamberlin, Head of the 

Department of Geology in the University of Chicago. 


The Evolution of Sex in Plants. By John Merle Coulter, Head 
of the Department of Botany in the University of Chicago. 


The Isolation and Measurement of the Electron. By Robert 
Andrews Millikan, Professor of Physics in the University of 
Chicago. 





Assyrian and Babylonian Letters, Vol. XIV. By Robert Francis 
Harper. 


A Historical Examination of Some Non-Markan Elements in 
Luke. By Ernest W. Parsons. (Historical and Linguistic 
Studies, Vol. II, Part 6.) 


Papers of the Bibliographical Society of America, Vol. VIII. 
Edited by A. C. von Noé. 





PUBLICATIONS IN RELIGIOUS 
EDUCATION 


Constructive Studies 


BIBLICAL GROUP 
Edited by Ernest D. Burton 


The Sunday Kindergarten: Game, Gift, and Story. By Carrie S. 
Ferris. 
Teacher’s manual, $1.50, postage extra (weight 1 lb. 14 0z.). Permanent equip- 
ment for each pupil, $1.50, postage extra (weight 2 lbs. 2 oz.). 
Temporary material (renewed each year) for each pupil, 50 cents, postage extra 
(weight 1 Ib. 1 oz.). Illustrated Story Leaflets (a cheaper equipment for the 
pupil), 75 cents, postage extra (weight 14 oz.). 


Child Religion in Song and Story. (The Child and His World.) 
By Georgia L. Chamberlin and Mary R. Kern. 


Teacher’s manual, $1.25, postage extra (weight 1 lb. 120z.). Sunday Story Re- 
minders, pupil’s notebook, 50 cents, postage extra (weight 10 oz.). 


Child Religion in Song and Story. (Walks with Jesus in His Home 
Country.) By Georgia L. Chamberlin and Mary R. Kern. 


Teacher’s manual, $1.25, postage extra (weight 1 lb. 12 0z.). Pupil’s notebook, 
50 cents, postage extra (weight 10 oz.). 


An Introduction to the Bible for Teachers of Children. By Georgia 
L. Chamberlin. 


Teacher’s manual, $1.00, postage extra (weight 1 lb. 4 oz.). The Books of the 
Bible, pupil’s notebook, 25 cents, postpaid 29 cents. 


The Life of Jesus. By Herbert W. Gates. 


Teacher’s manual, 75 cents, postage extra (weight 1 lb.). Pupil’s notebook, 
65 cents, postage extra (weight 1 Ib.). 


Old Testament Story. By Charles H. Corbett. 


Teacher’s manual, $1.00, postage extra (weight 1 lb. 2 oz.). Pupil’s notebouk, 
65 cents, postage extra (weight 1 Ib. 2 oz.). 


Paul of Tarsus. By Louise W. Atkinson. 


Teacher’s manual, $1.00, postage extra (weight 1 lb. 4 0z.). Pupil’s notebook, 
65 cents, postage extra (weight 1 lb. 2 oz.). Pupil’s homework book, 25 cents, 
postpaid 28 cents. 


Heroes of Israel. By Theodore G. Soares. 


Pupil’s textbook, $1.00, postage extra (weight 1 lb. 10 oz.). Teacher’s manual, 
$t.00, postage extra (weight 1 Ib. 4 0z.). 
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Studies in the Gospel According to Mark. By Ernest D. Burton. 


Pupil’s textbook, $1.10, postage extra (weight 1 lb. 8 oz.). 


Studies in the First Book of Samuel. By Herbert L. Willett. 


Pupil’s textbook, $1.25, postage extra (weight 1 Ib. 10 0z.). 


The Life of Christ. By Isaac B. Burgess. 


Pupil’s textbook, $1.25, postage extra (weight 1 lb. 8 0z.). Pupil’s notebook, 
25 cents, postage extra (weight 12 0z.). 


The Hebrew Prophets, or Patriots and Leaders of Israel. By 
Georgia L. Chamberlin. 


Pupil’s textbook, $1.25, postage extra (weight 1 lb. 14 02.). 


A Short History of Christianity in the Apostolic Age. By George 
H. Gilbert. 


Pupil’s textbook, $1.25, postage extra (weight 1 lb. 8 oz.). 


The Life of Christ. By Ernest D. Burton and Shailer Mathews. 


$1.25, postage extra (weight 1 lb. 12 0z.). 


A Short Introduction to the Gospels. By Ernest D. Burton. 


$1.00, postage extra (weight 14 0z.). 


Christianity and Its Bible. By Henry F. Waring. 


$1.25, postage extra (weight 1 Ib. 8 0z.). 


ETHICAL GROUP 


Edited by Ernest D. Burton and THEODORE G. SoaRES 


The Problems of Boyhood. By Franklin W. Johnson. 


$1.00, postage extra (weight 1 lb.). 


Social Duties from the Christian Point of View. By Charles R. 
Henderson. 
$1.25, postage extra (weight 1 lb. 8 0z.). 


Great Men of the Christian Church. By Williston Walker. 


$1.50, postage extra (weight 1 Ib. 8 oz.). 


Christian Faith for Men of Toduy. By E. Albert Cook. 


$1.25, postage extra (weight 1 lb. 8 oz.). 
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Principles and Methods of Religious Education 


Edited by THEopore G. Soares 


Graded Social Service for the Sunday School. By William N. 
Hutchins. 


75 cents, postage extra (weight 12 0z:). 


The Sunday-School Building and Its Equipment. By Herbert F. 
Evans. 


75 cents, postage extra (weight 12 0z.). 


Handbooks of Ethics and Religion 


Edited by Ernest D. Burton and SHAILER MATHEWS 


The Ethics of the Old Testament. By Hinckley G. Mitchell. 


$2.00, postage extra (weight 1 Ib. 14 02z.). 


Outline Bible-Study Courses 


(American Institute of Sacred Litezature, Secretary, Georgia L. Chamberlin) 
Full courses, each 50 cents, postpaid 54 cents. 
The Life of the Christ. By Ernest D. Burton. 
The Foreshadowings of the Christ. By William R. Harper. 
The Work of the Old Testament Sages. By William R. Harper. 
The Work of the Old Testament Priests. By William R. Harper. 
The Social and Ethical Teachings of Jesus. By Shailer Mathews. 


The Universal Element in the Psalter. By John M. P. Smith 
and Georgia L. Chamberlin. 


The Origin and Religious Teaching of the Old Testament Books. 
By Georgia L. Chamberlin. 


The Origin and Teaching of the New Testament Books. By Ernest 
D. Burton and Fred Merrifield. 


Half-course, 25 cents, postpaid 27 cents. 


The Book of Job, or the Problem of Human Suffering. By William 
R. Harper. 
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PUBLICATIONS OF THE CAMBRIDGE 
UNIVERSITY PRESS 
The University of Chicago Press has become the American 


agent for the scientific journals and the following books issued 
by the Cambridge University Press of England: 


BOOKS 


Royal Society of London: Catalogue of Scientific Papers, 
1800-1900. 
I. Catalogue of Authors (1 800-1883). Twelve volumes. Cloth 
or half morocco. Prices on request. 
II. Catalogue of Authors (1884-1900). Volume XIII. A and B. 
III. Subject Index. Three volumes. Buckram or half pigskin. Prices 
on request. 


Tables for Statisticians and Biometricians. Edited by Karl Pearson. 
228 pages, quarto, bound in boards; $2.50, postpaid 


North Manchurian Plague Prevention Service. Reports (191 1]- 
1913). Edited by Wu Lien-Teh (G. L. Tuck). 
294 pages, royal 8vo, paper; $2.75, postpaid 


The Genus Iris. By William Rickatson Dykes. With Forty- 
eight Colored Plates and Thirty Line Drawings in the Text. 


246 pages, demi-folio, half morocco; $37.50, postage extra (weight 11 Ibs. 9 02.) 


This magnificent work brings together the available infor- 
mation on all the known species of Iris. The account of 
. each includes references to it in botanical literature and a 
full description of the plant, together with observations on its 
peculiarities, its position in the genus, its value as a garden 
plant, and its cultivation. As far as possible the account of the 
distribution of each species is based on the results of research in 
the herbaria of Kew, the British Museum, the Botanic Gardens 
of Oxford, Cambridge, Berlin, Paris, Vienna, and St. Petersburg, 
and the United States National Museum at Washington. 

The most striking feature of the book is the forty-eight life- 
size colored plates, reproduced from originals drawn from living 
plants—making it a volume of remarkable beauty as well as of 
great scientific importance. 

The American Florist. Lovers of irises owe a huge debt of gratitude to 

William Rickatson Dykes, who after years of labor has produced a 
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magnificent work on these plants Mr. Dykes combines the 
scientist’s analytical skill with all the grower’s enthusiasm. 


The Florists’ Review. If anything else could be added to the book that 
would really increase its beauty or its scientific value or its practical] 
utility, the present reviewer is curious to know what that addition 
could be. 


The Life and Correspondence of Philip Yorke, Earl of Hardwicke, 
Lord High Chancellor of Great Britain. By Philip C. Yorke, 
M. A. Oxon., Licencié-és-Lettres of the University of Paris. 
3 vols., xxxii+ 1938 pages, royal 8vo, cloth; $13.50, postage extra (weight 9 Ibs. 
This solid and significant work is based on the Hardwicke 
and Newcastle manuscripts and, in addition to the life of Lord 
Hardwicke, gives the whole history of the Georgian period from 
1720 to 1764. Anaccount of the great judge’s work in the King’s 
Bench and in Chancery is included. The characters and careers 
of Walpole, Newcastle, Henry Pelham, the elder Pitt, Henry 
Fox, the Duke of Cumberland, George II and George III, and 
various incidents—such as the fall of Walpole, the Byng catas- 
trophe, and the struggle between George III and the Whigs— 
appear in a clearer light, which the author, by aid of original 
papers and manuscripts, has been enabled to throw upon them. 
These documents are now published, or brought together and 
annotated, for the first time. 
The Harvard Law Review. Every lawyer who venerates the makers of the 
law, who believes that the personality of a judge determines the nature 
of his service to the development of law, . . . . should read in these 


pages the life of the man who more than any other impressed upon 
equity the moral standards of a judge who was as good as he was great. 


Byzantine and Romanesque Architecture. By Thomas Graham 
Jackson, R.A. With 165 Plates and 148 Illustrations. 


2 vols., xx-++560 pages, crown quarto, half vellum; $12.50, 
postage extra (weight 7 Ibs. 12 0z.) 


This work contains an account of the development in Eastern 
and Western Europe of Post-Roman architecture from the fourth 
to the twelfth century. It attempts not merely to describe the 
architecture, but to explain it by the social and political history 
of the time. The description of the churches of Constantinople 
and Salonica, which have a special interest at this time, is fol- 
lowed by an account of Italo-Byzantine work at Ravenna and in 
the Exarchate, and of the Romanesque styles of Germany, 
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France, and England. Most of the illustrations are from 
drawings by either the author or his son, and add great artistic 
value to the volumes. 


The Nation. The two volumes must surely take their place among the 
standard classics of every architectural library. 


The Duab of Turkestan. A Physiographic Sketch and Account of 
Some Travels. By W. Rickmer Rickmers. With 207 Maps, 
Diagrams, and Other Illustrations. 


xvi+564 pages, royal 8vo, cloth; $9.00, postage extra (weight 5 lbs. 7 oz.) 


A record of exploration of a littie-known region, combined 
with some elementary physiography. The book discusses the 
various geographical elements in the natural organic system of 
the Duab of Turkestan (or Land between the Two Rivers) 
between the Oxus and the Jaxartes, the information being strung 
on the thread of a highly interesting story of travel and mountain 
exploration. The author was at great pains to obtain typical 
views of physical features such as mountains, valleys, and glaciers, 
and also of vegetation, village life, and architecture; and there 
are many diagrams for a clearer understanding of the text. 

The book is especially suitable for colleges, libraries, and 
schools, and for all students or teachers of physical geography 
and natural science. 

The Journal of Geography. The author’s delicate touches of humor, his 
picturesque language in description, and his knowledge of physiography 
and climatology, . . . . all contribute materially to the excellence of 


the book. Much attention is given to physiographic processes and 
features, but the splendid half-tones tell the story better than words. 


JOURNALS 


Biometrika. A journal for the statistical study of biological problems. - 
Edited by Kart Pearson. Subscription price, $7.50 a volume; 
single copies, $2.50. 


Parasitology. Edited by G. H. F. Nuttart and A. E. Suiprey. Sub- 
scription price, $7.50 a volume; single copies, $2.50. 


Journal of Genetics. Edited by W. Bateson and R. C. PunnETT. Sub- 
scription price, $7.50 a volume; single copies, $2.50. 
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The Journal of Hygiene. Edited by G. H. F. Nutratt. Subscription 
price, $5.25 a volume; single copies, $1.75. 


The Modern Language Review. Edited by J. G. RoBErtson, G. ¢. 
Macautay, and H. Ogtsner. Subscription price, $3.00 a volume; 
single copies, $1 . 00. 


The British Journal of Psychology. Edited by Cuartes S. Myers. Sub- 
scription price, $3.75 a volume of four parts. 


The Journal of Agricultural Science. Edited by R. H. Birren, A. D. Hatt, 
and T. B. Woop. Subscription price, $3.75 a volume; single copies, 
$1.25. 


The Biochemical Journal. Edited for the Biochemical Society by 
W. M. Bay'~> and Artur Harpen. Subscription price, $5.25 a 
volume; single copies, $1.75. 


The Journal of Ecology. Edited for the British Ecological Society by 
FRANK Cavers. Subscription price, $3.75 a volume; single copies, 
$1.25. 


The Annals of Applied Biology. Edited for the Association of Economix 
Biologists by H. MAXwELt Lerroy. Subscription price, $6.00 a vo! 
ume; single copies, $2.00. 


The Annals of the Bolus Herbarium. Edited by H. H. W. Pearson, 
Harry Bolus Professor of Botany in the South African College, Cape 
Town. Subscription price, $3.75 a volume; single copies, $1 . 25. 


Note.—Prices on back volumes vary, and postage from London is charged on back 
volumes and single copies. 


The University of Chicago Press has become the American agent for 
the following scientific journal published by Georg Thieme in Leipzig: 


Internationale Monatsschrift fiir Anatomie und Physiologie. Edited by 
Fr. Kopscu, Berlin, and R. R. BENsLtEey, Chicago. Full information 
as to dates of issue and prices will be given on request. 
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Materials for the Study of Elementary Economics. Edited by 
Leon Carroll Marshall, Chester Whitney Wright, and James 
Alfred Field, of the Department of Political Economy in the 
University of Chicago. 

xviii + 928 pages, 8vo, cloth; $2.75, postage extra (weight 3 lbs. 8 oz.) 
Special Library Edition, $4.50, postage extra (weight 3 lbs. 14 oz.) 


This volume of nearly a thousand pages is intended to supply 
to students of elementary economics a collection of readings, 
illustrating the working of economic principles in actual life. 
The material is drawn from the most various sources—books, 
magazines, newspapers, commission reports, court decisions, 
corporation charters, government circulars, etc. The selections 
have been carefully edited, so as to eliminate unsuitable material 
and present the documents in the most usable form. 

The volume, which is intended to be used in connection 
with any standard text, has already been adopted by many of 
the leading institutions of the country. 


Professor Edwin R. A. Seligman, Columbia University. We count ourselves 
fortunate to have so good a book at our command. 


Unpopular Government in the United States. By Albert M. Kales, 

Professor of Law in Northwestern University. 

viii + 264 pages, 12mo, cloth; $1.50, postage extra (weight 1 lb. 8 oz.) 

This volume by a prominent member of the Chicago bar is 
an especially timely book, presenting with great clearness and 
cogency some of the political needs of the country, particularly 
the necessity of the short ballot. The author defines unpopular 
government as one of centralized power which is able to main- 
tain itself in the face of popular disapproval. He then points 
out that the establishment in the United States of state and 
municipal governments, according to the plan of splitting up the 
power of government among many separate offices and requiring 
the widest and most frequent use of the elective principle, has 
cast so great a burden upon the electorate that an intelligent 
citizen is reduced to a state of political ignorance inconsistent 
with self-government. This situation has made it possible, he 
thinks, for a well-organized hierarchy to acquire the real power 








THE UNIVERSITY OF CHICAGO PRES$s 
of government and to retain it, in the face of popular disapproval, 
for selfish ends. Such leaders the author characterizes as “polito- 
crats.” 

The first part of the volume deals with the rise of the “polito- 
crats’’; the second discusses various expedients for restoring the 
American ideal of democracy; while the third considers con- 
structive proposals like the commission form of government for 
smaller cities, and the application of the principles underlying 
this form to larger cities and the state, and to the selection of 
judges. 

Chicago Tribune. Albert M. Kales, Professor of Law in Northwestern 

University, has written a book which ought to be read wherever 


citizens are perplexed by the intricacies and distressed by the failures 
of government. 


Chicago and the Old Northwest, 1673-1835. By Milo Milton 
Quaife, Superintendent of the Wisconsin State Historical 
Society. 

viii++ 480 pages, 8vo, cloth; $4.00, postage extra (weight 2 lbs. 14 oz.) 

This book recounts, in a manner at once scholarly and 
dramatic, the early history of Chicago. Important as this 
subject is, it is not treated solely for its own sake. The author’s 
larger purpose has been to trace the evolution of the frontier 
from savagery to civilization. From the point of view of Chicago 
and the Northwest alone the work is local in character, although 
the locality concerned embraces five great states of the Union; 
in the larger sense its interest is as broad as America, for every 
foot of America has been at some time on the frontier of 
civilization. It is believed that this book will take rank as the 
standard history of Chicago in the early days. 


The Nation. In this munograph [on the historyof Fort Dearborn] we have one 
of the most careful studies in Western history that has ever been made. 


The Weather and Climate of Chicago. (Bulletins of the Geo- 
graphic Society of Chicago.) By Henry J. Cox, Professor of 
Meteorology, United States Weather Bureau, and John H. 
Armington, Local Forecaster, United States Weather Bureau. 

xxvi-+ 376 pages, 8vo, cloth; $3.00, postage extra (weight 3 lbs. 1 oz.) 

Of general interest because of its character and authority, 
this book is naturally of peculiar interest to residents of Chicago 
and the Middle West. Its importance is indicated by the 
fact that it is issued under the auspices of the Geographic 
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Society of Chicago, and has been prepared by two of the best 
known weather experts in the country. It includes discussions 
of a great variety of subjects, such as temperature, precipitation, 
atmospheric moisture, ‘cloudiness and sunshine, wind direction 
and velocity, barometric pressure, and storm tracks; and among 
the interesting appendixes to the book are one on the weather of 
holidays and another containing journal entries relative to the 
great Chicago Fire of 1871. 

The volume contains also a remarkable series of tables with 
reference to temperature, precipitation, atmospheric moisture, 
and atmospheric pressure—one hundred and forty-seven in all, 
with more than one hundred figures and plates. 


A Study of Chicago’s Stockyards Community. An Investigation 
Carried on under the Direction of the Board of the Uni- 
versity of Chicago Settlement. 

1. Opportunities in School and Industry for Children of the Stockyards 
District. By Ernest L. Talbert. 
vi+ 64 pages, royal 8vo, paper; 25 cents, postpaid 28 cents 
II. The American Girl in the Stockyards District. By Louise 


Montgomery. 
vi + 70 pages, royal 8vo. paper; 25 cents, postpaid 29 cents 
III. Wages and Family Budgets in the Chicago Stockyards District. 
With Wage Statistics from Other Industries Employing Un- 
skilled Labor. By J.C. Kennedy and Others. 
86 pages, royal 8vo. paper: 25 cents, postpaid 29 cents 


These studies of the stockyards district were undertaken to 
secure accurate and detailed information regarding the living 
and working conditions of the people in the neighborhood of the 
University of Chicago Settlement. For nineteen years this 
Settlement has been working, together with other progressive 
elements in the neighborhood, to solve the problems arising in 
an industrial community composed chiefly of recent immigrants. 
The residents of the Settlement have become an integral part of 
the community and are called upon repeatedly for advice and 
assistance, especially by immigrants unfamiliar with American 
customs, laws, and institutions. 


Masters of the Wilderness. By Charles B. Reed. (Chicago 
Historical Society, ‘Fort Dearborn Series.”’) 
xii+ 144 pages, 16mo, cloth; $1.00, postage extra (weight 12 oz.) 
In reproducing these romantic episodes of our exploration 
era the author has neither exaggerated the color nor distorted 
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the facts of that intensely human period. The opening essay, 
which gives its title to the volume, is a highly interesting and 
carefully wrought account of the origin and upgrowth of the 
Hudson’s Bay Company, with a portrayal of its powerful influ- 
ence on the development of Canada. “The Beaver Club,’’ the 
second essay in the volume, is closely allied to the first, and con- 
cerns a social club of Montreal, the members of which were drawn 
from the partners and factors of the Northwestern Fur Company, 
for many years a rival of the Hudson’s Bay Company. For 
forty years this club dominated the commercial, political, and 
social life of Canada. The concluding essay, “A Dream of Em- 
pire,’ recounts with many fresh details the adventures of Tonty 
in Old Louisiana. 


The Mississippi Valley Historical Review. The style is narrative and 
picturesque, and the book as a whole is a valuable contribution to 
our western history. 


Animal Communities in Temperate America. A Study in Animal 
Ecology. (Bulletins of the Geographic Society of Chicago.) 
By Victor Ernest Shelford, Assistant Professor of Zodlogy 
in the University of Illinois. 
xiv + 362 pages, 8vo, cloth; $3.00, postage extra (weight 2 lbs. 12 oz.) 


This volume by Dr. Shelford presents the principles of 
field ecology, illustrated by the more widely distributed anima! 
habitats of the eastern half of temperate North America, and 
the aquatic habitats of a much larger territory. Six chapters 
deal with general principles. 

In several chapters 2 ‘mal communities of lakes, streams, 
swamps, forests, prairies, and various soils and topographic 
situations are considered from the point of view of modern 
dynamic ecology. A very valuable feature of the book is the 
three hundred figures of widely distributed animals chosea to 
represent the chief types of animal communities and their 
characteristic modes of life. 


Bulletin of the American Geographical Society. This book is unique in that 
it is a pioneer of its sort and the first serious attempt to treat of the 
physiology of organisms and of animal communities in such shape as 
to serve as an adequate text and reference work for students. 
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The Widest Possible Range 


of Stereopticon Work 


The classroom, the lecture platform, 
and the lyceum all require in a pro- 
jection instrument not only simplicity of 
operation and optical accuracy, but variety. 
Every need can be met with some model of the 
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By ANDREW C. McLAUGHLIN 
Professor of History in the University of Chicago 


The work consists of five papers, the first of which 
discusses the power of a court to declare a law uncon- 
stitutional. It examines into the historical growth 
of the judicial power, and seeks, by reference to the 
writings of American statesmen of early days, to 
trace the idea of fundamental law. 


Two of the papers deal with the growth and essen- 
tial character of political parties, and are followed by 
one on the history of differing theories of the federal 
Union. The work fittingly concludes with a dis- 
cussion of the written constitution in some of its 
historical aspects. 

The work is a sane and illuminating contribution 
—of exfreme value to lawyers and sociologists, but 
equally adapted in tone and scope to all who take an 
interest in the maintenance of a popular form of 
government. 





308 pages, r2mo, cloth; price $1.50, postage 
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